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Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part I — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part II] — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 
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Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guide00-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, 1s 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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Section I: Overview 


1.1 Chair’s Message 


It is with pleasure that I present the National Energy Board’s (NEB or Board) 
Departmental Performance Report for the period ending March 31, 2008. 


The National Energy Board’s vision is to be an active, effective and knowledgeable 
partner in the responsible development of Canada’s energy sector for the benefit of 
Canadians. The NEB’s purpose is to promote safety and security, environmental 
protection and efficient energy infrastructure and markets in the Canadian public interest 
within the mandate set by Parliament in the regulation of pipelines, energy development 
and trade. The Board’s main responsibilities are the regulation of interprovincial and 
international gas, oil and commodity pipelines, international electric power lines and 
energy imports and exports. In addition, we monitor and report to Parliament, business 
and the public on the functioning of energy markets. The NEB also regulates the safety, 
environmental and conservation aspects of energy exploration and development on 
federal lands in the North and offshore areas where there are no specific accords or 
agreements with a province or territory. 


As the NEB looks forward to celebrating 50 years serving the Canadian public, | am 
proud to say we continue to make decisions that fairly balance public safety, 
environmental interests and economic efficiency. Our role as a national regulator 
continues to gain significance in the face of increasing global energy demand for safe and 
secure energy supplies and high energy prices. In 2007-2008, the NEB continued to be 
challenged in maintaining a skilled and knowledgeable workforce in a competitive 
employment market. The committed efforts of both our staff and the Board Members 
enabled the NEB to manage a heavy hearing workload. We identified three priority areas 
which guided our work in 2007-2008: improving regulatory processes, enhancing NEB 
capacity and culture, and informing Canadians on energy markets. I am pleased to report 
that we successfully delivered on these priorities. 


We also continue to improve our regulatory processes. We launched the Land Matters 
Consultation Initiative, an innovative method of outreach. The initiative is aimed at 
improving company interactions with landowners; improving the accessibility of NEB 
processes; and addressing both the financial and technical aspects of pipeline 
abandonment. 


The NEB achieved a major milestone in 2007-2008 through our continuing development 
of an Online Application System for small pipelines. The system, which went live in June 
2008, employs a simplified assessment process for low-risk facility applications. This 
approach not only reduces the time required for regulatory decisions but also reduces 
industry’s application costs and allows the NEB to focus its resources on high value- 
added work. 
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The NEB continues to be committed to increasing clarity and predictability through 
service standards for all key services. The implementation of the risk-based lifecycle 
approach has enabled the Board to improve application cycle times. In 2007-2008, the 
NEB processed several pipeline applications for major additions of oil pipeline capacity, 
including the Keystone, Clipper and Southern Lights applications. Also, we have 
provided safety and environmental oversight through inspections of new pipelines and 
activities, as well as compliance activities on operating pipelines and facilities. Despite 
the challenge to our staff capacity, we were able to meet our strategic goals. 


Partnership is a key component in effective regulation. As part of our improvement 
agenda, we have worked closely over the past year with the Major Projects Management 
Office, Northern Boards and Natural Resources Canada, in an effort to streamline 
regulatory processes and learn from each other’s best practices and experience. 


The current high-priced energy environment made our priority to inform Canadians on 
energy markets highly relevant with last year. The report on Canada’s Energy Future, 
which presents a comprehensive outlook of energy supply and demand for the years 2005 
to 2030, reassures Canadians that we have abundant energy resources, while encouraging 
all of us to make smarter energy choices. Canadians continue to look to the NEB for 
objective, accurate and timely information about Canada’s energy sector. We continue to 
provide expert analysis via our seasonal energy outlooks, energy market assessments, 
energy overviews and energy pricing commentaries. These products are highly valued by 
Canadians, as evidenced by large and continually growing use of the NEB’s website. 


Modernizing our regulatory framework and continuing to respond to Canadians’ need for 
energy market information could not be accomplished without a dedicated, expert 
organization of individuals. Enhancing NEB capacity and culture continues to be critical 
in delivering on all of our initiatives and we are committed to attracting and retaining 
qualified staff. During the year, the NEB received additional funds from Treasury Board 
to address our projected increased workload and accompanying requirement for skilled 
technical staff. In addition to the assistance we received from Treasury Board, we 
introduced several attraction and retention initiatives: we updated our telework policy; 
revitalized our Rewards and Recognition program and leadership and project 
management training; and, we introduced an employee-based Talent Team at the NEB to 
assist in attracting new staff. 


The team of highly qualified people who work at the NEB remains up to the challenge of 
ensuring that Canada’s energy sector continues to benefit all Canadians in a responsible 
and sustainable manner. The successes identified in this report are theirs. I wish to thank 
each and every one of them for their dedication to continually improving the lives of 
Canadians. 
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Management Representation Statement 


I submit for tabling in Parliament, the 2007-2008 Departmental Performance Report for the 
National Energy Board. 


This document has been prepared based on the reporting principles contained in the Guide 
for the Preparation of Part III of the 2007-2008 Estimates: Reports on Plans and Priorities 
and Departmental Performance Reports: 


¢ It adheres to the specific reporting requirements outlined in the 7reasury Board 
Secretariat guidance. 


It is based on the department’s approved Strategic Outcome(s) and Program 
Activity Architecture that were approved by the Treasury Board. 


It presents consistent, comprehensive, balanced and reliable information. 


It provides a basis of accountability for the results achieved with the resources 
and authorities entrusted to it. 


It reports finances based on approved numbers from the Estimates and the 
Public Accounts of Canada. . 


Name: 
Gaétan 


Title: Chair and CEO 


Date: B/ Ober Boe 
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LZ Summary Information 


1.2.1 Purpose 


The National Energy Board’s purpose is to promote safety and security, 
environmental protection and efficient energy infrastructure in the Canadian 

public interest’ within the mandate set by Parliament in the regulation of pipelines, 
energy development and trade. 


1.2.2 Vision 


The NEB is an active, effective and knowledgeable partner in the responsible 
development of Canada’s energy sector for the benefit of Canadians. 


12s Mandate and Regulatory Context 


The NEB is an independent federal agency that regulates several aspects of Canada’s 
energy industry. Its purpose is to promote safety and security, environmental protection 
and economic efficiency in the Canadian public interest within the mandate set by 
Parliament in the regulation of pipelines, energy development and trade. The NEB 
regulates the construction and operation of pipelines that cross international or provincial 
borders, tolls and tariffs on these pipelines, international power lines and designated 
interprovincial power lines. The NEB also regulates natural gas imports and exports, oil 
and natural gas liquid exports, electricity exports, and some oil and gas exploration on 
frontier lands, particularly in Canada’s North and certain offshore areas. Finally, the NEB 
provides Canadians with information about Canadian energy markets. 


The main functions of the NEB are established in the National Energy Board Act (NEB 
Act). The Board has additional regulatory responsibilities under the Canada Oil and Gas 
Operations Act (COGO Act) and under certain provisions of the Canada Petroleum 
Resources Act (CPR Act) for oil and gas exploration and activities on frontier lands not 
otherwise regulated under joint federal/provincial accords. 


The NEB, established in 1959, is an independent regulatory tribunal guided by the 
principles of natural justice and procedural fairness. The NEB reports to Parliament 
through the Minister of Natural Resources. The Board is a court of record and has certain 
powers of a superior court of record including those for attendance, swearing and 
examination of witnesses, the production and inspection of documents, the enforcement 
of its orders and the inspection of property. The Board’s regulatory decisions and the 
reasons for them are issued as public documents. 


] The public interest 1s inclusive of all Canadians and refers to a balance of economic, environmental, and 
social interests that changes as society’s values and preferences evolve over time. As a regulator, the NEB 
must estimate the overall public good a project may create and its potential negative aspects, weigh its 
various impacts, and make a decision. 
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The NEB’s regulatory responsibilities for public safety, security, protection of the 
environment and economic efficiency are set out in the NEB Act and the COGO Act. The 
NEB 1s also required to meet the requirements of the Canadian Environmental 
Assessment Act (CEA Act) and the Mackenzie Valley Resource Management Act. The 
NEB ensures that regulated companies are safe, secure and environmentally responsible 
by assessing applications and verifying compliance with statutes, decisions, and 
regulations throughout their lifecycle. Through the Public Safety Act, 2002 (Bill C-7) the 
NEB has legislative authority for the security of pipelines and international power lines. 
In addition, Board inspectors may be appointed Health and Safety officers by the 
Minister of Labour to administer Part II of the Canada Labour Code as it applies to 
facilities regulated by the Board. 


The Board’s mandate includes the provision of expert technical advice to the Canada- 
Newfoundland Offshore Petroleum Board, the Canada-Nova Scotia Offshore Petroleum 
Board, Natural Resources Canada (NRCan), and Indian and Northern Affairs Canada 
(INAC). Since devolution, the Board has a service agreement with the Yukon to provide 
technical advice. The Board may, on its own initiative, hold inquiries and conduct studies 
on specific energy matters as well as prepare reports for Parliament, the federal 
government and the general public. The NEB Act requires that the Board keep under 
review matters relating to all aspects of energy supply, production, development and 
trade that fall within the jurisdiction of the federal government. In addition, the Board 
provides advice and carries out studies and reports at the request of the Minister of 
Natural Resources. 


Additional information on the background and operations of the NEB may be found at 
the Board’s Internet site: http://www.neb-one.gc.ca. 


1.2.4 Operating Context 


The environment in which the NEB operated in 2007-2008 presented challenges and risks 
that impacted how it carried out its responsibilities and delivered results to Canadians. A 
number of important elements are described below. 


Energy Overview 


In 2007, global energy markets were impacted by volatile prices for crude oil, while 
Canadian producers were impacted by escalating exploration and development costs. 
Crude oil prices reached US$110.21 per barrel in March 2008 and averaged US$72 in 
2007. This increase was a result of global events and continuing strong oil demand 
growth in Asia and the Middle East. The depreciation of the U.S. dollar also contributed 
to the price rise, by making crude oil less expensive in other countries and this caused an 
influx of investment dollars to commodities, including crude oil. In 2007, North 
American natural gas prices were lower and less volatile than they have been in recent 
years as a result of a well supplied North American natural gas market. Warmer-than- 
normal weather during the winter of 2006-07 in North America, record U.S. imports of 
liquefied natural gas (LNG) during the summer of 2007, and increased natural gas 
production in several U.S. basins helped to maintain a very high inventory of natural gas 
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in storage. As a result, North American natural gas prices at Henry Hub, the pricing 
point in Louisiana for natural gas traded on the New York Mercantile Exchange 
(NYMEX), ranged between US$6.00/MMBtu and US$8.00/MMBtu throughout the year. 


The effect of high and volatile energy prices has led to continuing investment in the oil 
sands and has accelerated the search for new sources of energy supplies such as wind- 
generated electricity projects. Electricity jurisdictions across Canada continued to focus 
on adequacy of supply and operating reliability. In this regard, the trend has been to 
continue to develop generation sources such as fossil-fuelled generation, nuclear power 
and hydro electricity, and to move beyond conventional sources. New transmission 
projects are required within and between provinces with new international 
interconnections; a number of projects are either under development or proposed. 


As these various energy projects are brought on stream, transmission systems must be 
modified to integrate them into the existing infrastructure. In particular, new oil pipelines 
need to be constructed. Through 2007-2008, much of the Board’s work involved the 
review of applications to address oil pipeline constraints in response to growing crude oil 
production from the oil sands and a resurgence of conventional crude oil production. 


Implications for the National Energy Board 


High oil prices stimulate development of oil resources such as the oil sands, and 
Canadian exports are growing, both of which contribute to increased efforts for the NEB 
as a national regulator. There are also significant time requirements for processing 
applications and providing regulatory oversight of new and operating pipelines and 
facilities to address safety, environment, economic, landowner, socio-economic and 
Aboriginal issues. Landowners are taking a greater interest in pipeline application and 
development processes, and are communicating concerns to the NEB. All of this 
combines for greater public involvement in application review and more complex 
hearings. 


Regulatory Coordination, Efficiency and Effectiveness 


The challenge of increasing infrastructure project applications is compounded by an array 
of issues including safety, environment, Aboriginal concerns and socio-economic 
considerations. Additional factors are multiple regulators and jurisdictions that may be 
involved in various applications. At the same time that applications are increasing in 
complexity, our stakeholders are becoming increasingly informed and interested in 
regulatory decision-making which may affect their interests. Stakeholders are better 
informed, more knowledgeable and increasingly connected. 


The October 2007 Speech from the Throne conveyed government direction to improve 
economic, social and environmental outcomes through resource development 
opportunities and improved federal processes. The government has introduced a number 
of initiatives reflecting this direction, including a Major Projects Management Office 
(MPMO). The goal of the MPMO, operated through Natural Resources Canada, is to 
improve coordination within Canada’s regulatory system by providing industry with a 
single, efficient point of entry into federal processes while ensuring that projects are built 
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in a safe manner and the environment is protected. Applicants for federal energy projects 
will be required to file their applications with the MPMO, and it will have the 
responsibility for coordinating the federal regulatory process. The implications for how 
the NEB conducts business in association with the MPMO with respect to major energy 
projects will be a consideration going forward. In the short term, liaison with the MPMO 
is creating an extra demand on the Board’s resources. 


In order to improve efficiencies, the NEB continues to work within its own mandate, 
while partnering with others administering parallel and overlapping processes. Our 
dialogue with stakeholders is critical to realizing improved regulatory approaches 


Recruitment and Retention of Skilled Knowledge Workers 


Our need to recruit, develop and retain the technical and analytical expertise required to 
administer regulatory decisions and maintain appropriate oversight of operating pipelines 
and facilities persists as a challenge since the 2006-2007 fiscal year. The need to sustain 
regulatory capacity is complicated by the demand for the same expertise in other areas of 
the energy sector. The ability to compete with private industry for the same human 
resources has meant implementing non-traditional methods to attract and retain 
employees. The NEB experienced a turnover rate of 16.67% in 2007-2008. An aging 
demographic has further compounded the difficulties associated with losing mid and 
senior level workers who are often actively recruited from outside the organization. 


Provision of Energy Information 


Given the current high price energy environment and the need to develop new energy 
supply sources, Canadians in both the public and private sectors are required to make 
choices about energy sources for the future. There is a continued need to ensure the 
public understands our energy environment and that policy makers have access to 
independent, timely and objective energy information in order to make informed 
decisions. The NEB continually receives feedback confirming the importance and 
timeliness of its energy information products. We continue to work toward meeting our 
target audiences’ energy information needs. 


1.2.5 Departmental Priorities 


For 2007-2008, the NEB identified three priority areas that required specific focus and 
development. A summary of the status and resource allocation for each priority is 
provided in Table 1; a summary of progress made on these priorities follows. 
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Table 1: Summary Information Table 
Plans and Priorities 2007-2008 


Strategic Outcome: Safety, security, environmental protection and economic benefits through regulation of 
pipelines, power lines, trade and energy development within NEB jurisdiction. 


Program Activity: Energy regulation and advice 


307.6 293.09 


Improve regulatory processes Successfully met 
Enhance NEB capacity and culture Successfully met 
Inform Canadians on energy markets ~ Successfully met 


The results of the NEB’s Program Activity “Energy Regulation and Advice” are described in Section II 
Analysis of Program Activity, under the NEB’s Strategic Plan Goals. 


NEB Priorities in 2007-2008 


For 2007-2008, the NEB identified three priority areas that required specific focus. 
Following is a summary of progress made on these priorities. 


iF Improve Regulatory Processes 


In 2007-2008, the NEB continued work towards full implementation of a risk-based 
lifecycle approach. Risk-based lifecycle regulation has the following objectives: 


* To determine and apply the level of appropriate NEB regulatory oversight 
based on risk within each phase of infrastructure lifecycle 


* To base the level of regulatory oversight on company performance and risk 
factors related to safety, environmental protection, economic efficiency, and 
stakeholder engagement 


The risk-based lifecycle approach applies to every interest area that the NEB has 
oversight for, including Safety, Environmental Protection, Integrity, Socio-Economics, 
Land Matters, Security, and Emergency Preparedness. Through this program, the 
performance of every company regulated by the NEB is assessed through a variety of 
tools to allow the Board to focus its limited resources on higher risk companies or 
projects. Tailored compliance plans are then developed for every regulated company to 
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align regulatory effort on the highest priority areas. Audits and inspections are carried 
out for companies that pose the highest risk. 


This year, the approach was applied in various pilot projects, particularly in the NEB’s 
assessment of section 58 applications and for all public interest areas. In addition, the 
NEB developed a draft plan for incorporating socio-economic and land matters into the 
risk-based lifecycle approach. 


To further improve regulatory processes, the NEB implemented an application 
streamlining initiative in 2007-2008. The objectives of this initiative were: 


¢ To streamline both the application requirements and the assessment process 
for low-risk pipeline facilities involving less than 40 kms of pipe while 
maintaining a desirable level of regulatory oversight 


¢ To reduce unnecessary time, resources and complexity for both industry and 
the regulator on small, routine pipeline facilities 


¢ To match application content to project complexity and risk and focus it on 
areas of concern 


The resulting streamlined application process has a number of innovative features. The 
“point and click” web-based interface allows the applicant to apply on-line by answering 
a series of questions and committing to certain design, activity and filing requirements. 
The applicant confirms that low-risk criteria apply in a number of areas (safety, 
environment, socio-economic, consultation, commercial, etc.). Then, in the specific areas 
where there are issues or concerns, additional information is required and a further 
assessment is undertaken. Pilot projects commenced in the fall of 2007. The Online 
Application System went live in June 2008. The pilot projects to date have resulted in 
significant time and resource savings with no reduction in the effectiveness of regulatory 
oversight. The simplified process will also reduce industry’s application costs related to 
small pipelines. 


The Land Matters Consultation Initiative (LMCI) is a significant step in the maturity of 
the risk-based lifecycle approach and has been incorporated into the program. The LMCI 
provides a forum for interested parties, primarily landowners, and the Board to explore 
options for the Board's review of land issues. Dialogue between parties improves all 
parties’ understanding of landowner matters and builds clearer communication between 
pipelines and landowners. LMCI consultations included over 400 participants with 
discussion focused on improvements to a range of existing regulatory tools. 


The NEB’s development of harmonized environmental assessment processes in 
partnership with other agencies was carried out on a project-by-project basis in 2007- 
2008. This coordination continues to prove successful by minimizing duplication and 
streamlining environmental assessment reports. Fulfillment of our intention to reduce 
process uncertainty supports our continued pursuit of substitution as a way of doing 
business. 
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Our participation in bodies such as the Canadian Standards Association (CSA) has made 
it possible for the NEB to consult with industry and interested parties in identifying 
opportunities for improvement. For example, in partnership with the CSA, we continued 
development of a consensus standard on security management for the energy industry. 
The development of this standard is actively supported by affected stakeholders and work 
continues to be carried out on an accelerated schedule. Final publication of the standard is 
expected in 2009. 


2. Enhance NEB Capacity and Culture 


Given the current climate of increased hearing and compliance workloads and the 
corresponding need for modernized regulatory processes, the requirement for a skilled, 
knowledgeable workforce continues to be vital. The NEB’s turnover rate in 2007-2008 
was 16.67%, up from 10% in 2006-2007, and 14.5% in 2005-2006. Calgary’s current 
job market, particularly in the energy sector, remained hot. The expert workforce the 
NEB relies on continues to be in high demand outside the organization, and will remain 
so for the foreseeable future. 


In 2007-2008, the NEB took specific steps to address the current challenges associated 
with attracting and retaining staff. We continue to offer a key attraction and retention 
package that includes a market-based allowance structure for employees working in 
positions directly related to the energy sector, and a pilot pay-for-performance program 
for all employees. 


The enhancement of NEB capacity and culture has necessitated innovations in 
recruitment and retention of employees. The introduction of a Talent Team, composed of 
NEB personnel, has assisted in proactive recruiting. This year, we also introduced a 
telework policy, enabling us to retain employees by offering added flexibility in the way 
they work. In addition to enhanced financial compensation and aggressive recruiting, we 
are focusing on making the NEB an attractive place to work. Our strategy here is to: 


¢ Provide employees with appropriate work / life balance with considerable 
flexibility 

¢ Provide support for professional development 

* Continue to provide interesting work, matching employees’ interests with 


their work assignments to the extent possible 


The NEB’s People Strategy incorporates strategies to address capacity gaps, build job 
families, and address bilingual and representation gaps. 


= Inform Canadians on Energy Markets 


As crude oil and natural gas prices continued to fluctuate this year, the NEB continued to 
meet the Canadian public’s increased need for energy information. By collecting and 
analysing information about Canadian energy markets through regulatory processes and 
market monitoring, the NEB allows Canadians to understand the high price energy 
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environment. Additionally, market monitoring enables policy makers to have access to 
independent, timely and objective energy information. 


The Board’s suite of energy information is housed under the umbrella of the Energy 
Information Program. Canadians are informed via Energy Market Assessments, which 
provide detailed analyses into aspects of Canada’s energy system, briefing notes, public 
speeches and presentations by Board Members and senior staff, energy pricing 
information on the NEB website and semi-annual energy market outlooks. The NEB 
continues to hear that timely energy information is valuable. 


The report, Canada’s Energy Future, was one of several Energy Market Assessments 
published this year; it is typically published every four years. The report is a study of 
Canada’s long-term energy supply and demand under various scenarios which integrated 
the analysis of energy sector markets into a single “all energy” market analysis and 
outlook. Post-release, the NEB conducted a well-attended national conference to further 
encourage discussion of the results published in the report. Both industry and the federal 
government rely on the NEB’s projections and this work is highly valued because it is 
objective, independent and reliable. The Canada’s Energy Future link on the NEB 
website received close to 40,000 visits in 2007-2008 and reflects the quality analysis 
conducted under the Energy Information Program. 


1.2.6 Link to the Government of Canada Outcome Areas 


~The NEB contributes to the Government of Canada Outcome area of strong economic 
growth. Our Strategic Outcome is the provision of safety, security, environmental 
protection and economic benefits through regulation of pipelines, power lines, trade and 
energy development within NEB jurisdiction. 
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Zak Strategic Outcome 


2.2 Program Activity: Energy Regulation and Advice 


The NEB’s main business is energy regulation and the provision of energy market 
information. The companies that are regulated by the Board create wealth for Canadians 
through the transport of oil, natural gas and natural gas liquids and through the export of 
hydrocarbons and electricity. As a regulatory agency, the Board’s role is to help create a 
framework that allows these economic activities to occur when they are in the public 
interest. 


Financial Resources: ($ millions) 


Planned Spending 2 : : Total Authorities 


Human Resources (full-time equivalents): 


Actual Spending 


ae oe Planned — ee 72) = Actual Difference 


-14.51 


23 Analysis by Program Activity 
In support of its strategic outcome, the NEB has developed five strategic goals. In this 


section, the outcomes and performance results from planned actions, as described in the 
2007-2008 Report on Plans and Priorities (RPP), are discussed. 


eH | Goal 1 


NEB-regulated facilities and activities are safe and secure, 


and are perceived to be so. 


The NEB ensures that NEB-regulated facilities are operated and that exploration and 
production activities under the COGO Act are conducted in a manner that protects 
employee, contractor, and public safety. Since 2005, the NEB’s mandate has included 
regulatory oversight of the security of pipelines and international power lines. The 
NEB’s commitment to safety and security encompasses the full lifecycle of energy 
projects within its jurisdiction. 
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The safety and security of facilities and activities regulated by the NEB are managed 
through competent design, construction, operation and maintenance practices. The NEB 
plays a significant role in safety and security by ensuring an appropriate regulatory 
framework is in place which encourages companies to maintain or improve their safety 
and security performance. This framework provides the NEB and companies with the 
tools, activities and methodologies necessary for adequate, effective and fully 
implemented safety and security management programs. The NEB’s role includes: 


¢ developing and maintaining goal oriented regulations and guidelines; 


* assessing facility and exploration/production applications from an engineering 
and safety perspective; 


* ensuring that appropriate mitigation measures and approval conditions are in 
place before granting project approval; 


* reviewing construction progress reports, inspecting facilities, conducting 
compliance meetings, and auditing management systems to confirm 
regulatory requirements are met and continue to be met; 


* assessing safety practices and procedures under the NEB mandate as well as 
through the Canada Labour Code (CLC) through a Memorandum of 
Understanding (MOU) between Human Resources and Social Development 
Canada (HRSDC) and the Board; 


* investigating incidents with the intent of preventing future similar 
occurrences; 


¢ taking the lead response role on emergencies to monitor and contribute to the 
effectiveness of company and other agency responses; 


* issuing safety advisories; and 


* conducting inquiries or formal investigations into safety and security issues. 
Performance Measures and Results 


For Goal 1, the NEB has four key performance measures to ensure that NEB-regulated 
facilities are safe and secure. They are: 

¢ Number of fatalities per year. 

¢ Number of pipeline ruptures and incidents per year. 

¢ Public perception of pipeline safety. 

* Number and significance of security infractions. 
In addition, in 2007-2008, the NEB developed and tracked three new measures related to 
safety, integrity and compliance. The first two are frequency measures for: 1) worker 
disabling injuries (safety), and 2) pipe body failures (integrity). The third additional 


measure shows progress on the NEB’s compliance verification plan by tracking the 
percentage of risk-based planned activities completed. 
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Number of fatalities per year 


In 2007-2008, one fatality occurred on 24 March 2008. An employee of Enbridge 
Pipelines Inc. was electrocuted while performing electrical isolation work at a pump 
station in Kerrobert, Saskatchewan. The employee was 54 years old and had been 
employed by Enbridge for 21 years. This tragic event is currently under investigation 
under the NEB’s mandate as well as on behalf of HRSDC under our MOU with them for 
the application and enforcement of the provisions of the Canada Labour Code. 


Number of pipeline ruptures and incidents per year 


In calendar year 2007, 56 incidents were reported under the NEB Act pursuant to section 
52 of the Onshore Pipeline Regulations, 1999 (OPR-99) and section 46 of the Processing 
Plant Regulations. The number of incidents remained within the same range as the 
previous years. From 2003 to 2006, there were no NEB-regulated hydrocarbon pipeline 
ruptures however two occurred in 2007. Figure 1 shows incidents and ruptures by 
calendar year. 


Figure 1: Pipeline Ruptures and Incidents, 2001-2007 
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In 2007, three incidents resulted in on-site investigation by NEB staff members: 


* On 15 April 2007, a pipeline rupture near Glenavon, Saskatchewan resulted in 
the release of approximately 990 cubic metres (6 230 barrels) of oil. The 
NEB has since conducted three separate inspections of the incident site and 
has confirmed that all contaminated soil has been removed. Remediation 
activities were complete as of the end of October 2007. The Transportation 
Safety Board (TSB) is the lead investigator of this incident and the NEB 
continues to collaborate with them on this investigation. 


* On 24 July 2007, a pipeline within the City of Burnaby, British Columbia, 
was struck by a backhoe releasing approximately 232 cubic metres (1 460 
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barrels) of crude oil in a densely populated area. A significant portion of the 
released fluids ultimately were recovered from Burrard Inlet. The TSB is 
leading the incident investigation to determine the cause and contributing 
factors. 


¢ On 22 October 2007, during a pipeline construction project in Jasper National 
Park, a contractor employee was struck by a side boom and suffered a 
compound fracture of his right leg which was eventually amputated above the 
knee. Alberta Workplace Health and Safety is leading the investigation 
because the injury was sustained by a contractor employee. 


In 2007-2008, with respect to COGOA activities, total hazardous occurrences as defined 
under section 16.4 of the Oil and Gas Occupational Safety and Health Regulations under 
the CLC Part II, decreased from 28 in 2006-2007 to 24 in 2007-2008 (Table 2). There 
was one disabling injury involving the emergency evacuation of an employee from the 
work site for treatment of chest pains. Although in 2006-2007 there were zero disabling 
injuries, the one in 2007-2008 represents a decrease from the five year average of three 
disabling injuries per year. For activities covered under the COGO Act and the CLC, no 
fatalities occurred during the 2007-2008 fiscal year. 


Table 2: Safety Performance Indicators for Companies Regulated under COGO Act 


COGO Act Worker disabling injury rate 0 4 
-(Lost Time Injury/106 hours worked) 


COGO Act Hazardous Occurrences 28 24 
Fatalities Dat, 0 0 


il 


Public perception of pipeline safety 


One of the key findings of the NEB’s March 2007 Focus on Safety and the Environment 
2000-2005 report was that the low number of ruptures in recent years is primarily 
attributed to the introduction of Integrity Management Programs (IMPs) within the 
pipeline industry. The NEB was the first regulator in North America to mandate that 
pipeline companies must have IMPs, with the promulgation of the OPR-99. The OPR-99 
reflects the Board's goal oriented approach to regulation by directing companies to have 
IMPs and by allowing them the freedom to tailor the content of the IMPs to their 
particular circumstances. 


Number and significance of security infractions 


Regulated companies voluntarily report security related events to the NEB. 
NEB-regulated facilities did not report any major security infractions in 2007-2008. 


A number of initiatives have been undertaken to further the NEB security program. We 
continue to refine and test our suite of assessment tools for conducting security 
inspections. We also continue to encourage cooperation and partnerships with other 
agencies across Canada. 
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The following milestones have been achieved for security activities during 2007-2008: 


* Our suite of security assessment tools was tested out in the field. 
* We conducted 14 security related inspections and compliance meetings. 
* We engaged related agencies in New Brunswick and Quebec. 


¢ Several NEB staff attended the assessments for development and training 
purposes. 


* An internal committee was formed to encourage development and training for 
inspection officers regarding security inspections. 


Additional Measures 


In 2007-2008, the NEB started to track three new measures related to safety, integrity and 
compliance. They are: 


* Worker Disabling Injury Frequencies 
¢ Pipe Body Failure Frequencies 
¢ Planned Risk-based Activities Completed 


Figure 2 shows the worker disabling injury frequencies and cumulative frequencies for 
the years 2000 to 2006. As this is a lagging indicator, the most current data available is 
for the calendar year 2006. Changes in the slope of the plotted cumulative curve indicate 
the relative direction of industry performance. More specifically, an increase in the slope 
represents declining performance and a decrease in the slope indicates improved 
performance. For the year 2006, the worker disabling injury curve indicates a decline in 
performance with respect to safety. 


Figure 3 shows the pipe body failure frequencies and cumulative frequencies for the 
years 2000 to 2007. Pipe body failures represent a failure of a company’s integrity 
management program in that mitigative action was not taken prior to the uncontrolled 
release of product from a failure compromising the wall of the pipeline. An increase in 
the slope represents declining performance (i.e. an increase in the frequency of pipe body 
releases normalized over time and system length) and a decrease in the slope indicates 
improved performance. For the year 2007, the pipe body failure curve indicates a decline 
in performance with respect to integrity management. 


The NEB measures its internal performance by tracking the delivery of compliance 
verification activities prioritized against a risk model for each fiscal year. In 2007-2008, 
the NEB completed 85 percent of all planned compliance verification activities. Table 3 
shows a breakdown of these activities by discipline. The activities not completed 
included some that were no longer relevant and others which were postponed to fiscal 
year 2008-2009 as resource capacity was challenged. In total, 179 activities were 
completed. This reflects the large number of additional work required that was not 
anticipated at the start of the fiscal year. Despite an extremely heavy workload, the NEB 
was able to complete most of the risk-based planned activities this fiscal year. Those 


16 National Energy Board 


which were not completed and which are still valid have been carried forward into the 


2008-2009 compliance verification plan. 


Figure 2: Worker Disabling Injury, 2000-2006 
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Figure 3: Pipe Body Failure, 2000-2007 
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Program and Results on Objectives of 2007-2008 


The NEB identified objectives for Goal | and Goal 2 in its 2007-2008 RPP. The 
objectives for Goal 1, which focus on safety and security, apply to Goal 2, which focuses 
on the environment. The results achieved for Goals | and 2 under these objectives are 
discussed below. 


iF The NEB employs a lifecycle approach to the regulation of energy 
infrastructure. 


The NEB has a mandate to regulate the design, construction, operation and abandonment 
of hydrocarbon pipelines that cross provincial or international borders. In applying 
regulatory oversight, the NEB strives to take a “lifecycle approach” by which: 1) no 
single lifecycle stage of energy infrastructure is considered in isolation from the others, 
and 2) the NEB addresses project risks using the appropriate regulatory tool at the 
appropriate stage of the project lifecycle. 


The NEB’s risk-based lifecycle approach supports goal oriented regulation and has 
continued to expand in both scope and diversity across the organization. The risk-based 
approach is applied to the planning process for the compliance oversight of regulated 
companies under both the NEB Act.and the COGO Act. In 2007-2008, work was 
completed on holding compliance meetings; developing compliance activity scorecards; 
and developing compliance verification plan performance reports. In 2007-2008, the 
program was further developed via various pilot projects, particularly in the NEB’s 
assessment of section 58 applications and for all public interest areas. 


In addition, the NEB developed a draft plan for incorporating socio-economic land and 
land matters into the risk-based lifecycle approach. A complete roll-out of the draft plan 
will however depend on availability of required resources. The Land Matters 
Consultation Initiative (LMCI) is a significant step in the development of the risk-based 
lifecycle approach and has been incorporated into the program. Further discussion of the 
success of the LMCI can be found in section 2.3.2. - 


23 The NEB, in partnership with federal and provincial/territorial agencies, has 
in place effective environmental assessment processes. 


The Board continues to pursue partnerships with key regulatory and government agencies 
and stakeholders to facilitate efficient application assessments and regulatory oversight 
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during infrastructure lifecycle. In 2007-2008, the NEB documented the 

NEB’s environmental assessment coordination program and processes used to keep 
government departments informed about the NEB’s mandate and process requirements 
and coordinate environmental assessment processes with relevant government 
departments. The 2007-2008 work plan was scaled back due to a heavy application and 
hearing workload, but the essentials of the program and process development were 
completed. The initiative to pursue substitution as a way of business for panel reviews 
has been postponed pending the outcome of the work the NEB began in 2007-2008 to 
support the Major Projects Management Office. 


3. The NEB promotes sharing of information and best practices from pre- 
application to abandonment. 


Part of the NEB’s regulatory philosophy around goal oriented regulation is to encourage 
the adoption of best practices for all periods of the facility lifecycle. The NEB’s full 
lifecycle responsibilities mean that it collects a significant amount of information on the 
safety and environmental performance of its regulated companies. This lifecycle 
responsibility also provides the Board with ongoing, practical lessons about safety and 
environmental best practices which the NEB applies internally. 


As part of its core work, the NEB continues to expand its information sharing through 
public reporting on pipeline integrity, environmental performance indicators, safety and 
security, and environmental protection and assessment best practices. The NEB also 
influences the use of new technology by raising awareness through meetings, 
partnerships, consultation and communication with industry. In 2007-2008, the 
identification of gaps for sharing best practices regarding security, emergency 
management, socio-economic and engagement practices of regulated companies was 
deferred due to workload and staffing requirements. However, the NEB continues to 
share and promote best practices through the day to day implementation of NEB 
processes and interaction with companies. 


The NEB continues to consult with industry and interested parties to identify 
opportunities for improvement through participation in bodies such as the Canada 
Standards Association (CSA). In partnership with the CSA, the NEB has initiated 
development of a consensus standard on security management for the energy industry. 
The development of this standard is actively supported by affected stakeholders and work 
continues to be carried out on an accelerated schedule. Final publication of the standard is 
expected in 2009. 


2a Goal 2 


NEB-regulated facilities are built and operated in a manner that protects the 
environment and respects the rights of those affected. 


The NEB is committed to protecting the environment and respecting the rights of those 
affected. This commitment is fulfilled throughout the lifecycle of the NEB-regulated 
facilities by: 
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* sharing information and expectations during pre-application project design 
and application preparation; 


* assessing the environmental and social impacts of proposed projects at the 
application stage; 


* monitoring and inspecting approved projects and verifying condition 
compliance during construction and operation; 


* auditing environmental protection programs; 
* investigating spills and releases; and 


* ensuring that the abandonment of facilities is carried out appropriately to 
protect the environment and to address the concerns of affected landowners 
and residents. 


Throughout these phases, the Board ensures that regulated companies engage those 
people whose interests are potentially affected by their projects and activities. 


In addition to accomplishing key objectives for environmental assessment, the NEB made 
progress in improving on other areas of its risk-based approach to fulfill its Goal 2 
responsibilities. The NEB implemented elements of an integrated system for promoting 
effective, risk-based decision making related to environmental protection and respecting 
the rights of those affected. The NEB also continued its work on streamlining its 
approach for dealing with low-risk pipeline applications by developing ways to align 
application preparation and assessment expectations with the level of risk associated with 
the proposed facility. 


Performance Measures and Results 


Similar to previous years, the NEB used the following three measures to gauge its 
performance in fulfilling its Goal 2 mandate: 


* Percent of environmental conditions that achieved their desired end results. 
* Number of major releases into the environment per year. 


* Indicators that the rights of those affected are respected. 
Percent of environmental conditions that achieved their desired end results 


Environmental conditions are attached to project approvals to address specific 
environmental issues associated with a project. Each condition attached to an Order or 
Certificate issued by the Board has a defined desired end results (DER). Once condition 
compliance is confirmed, the NEB assesses the effectiveness of the environmental 
condition by evaluating achievement of the DER. Achievement of the DER is confirmed 
through NEB inspections and project monitoring. Measuring the DER achievement of 
environmental conditions aids the Board in determining the need for and opportunities to 
improve the clarity and effectiveness of the conditions it places on facility approvals. 
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The environmental conditions are now meeting the DER 100 percent of the time. This 
trend reflects the investment that the NEB has made to improve the relevance and 
effectiveness of its regulatory conditions. The results are also indicative of the NEB’s 
efforts to improve the internal tools and processes that guide the use of conditions in 
facilities regulation. Since the DER of the conditions is now being achieved consistently, 
other measures will be developed to replace this one. 


Number of major releases into the environment per year 


Major releases are defined as unintended or uncontained releases exceeding 100 cubic 
metres of liquid hydrocarbon. The number of major releases of liquid hydrocarbon to the 
environment is considered a key indicator of the success of operating facilities regulated 
by the Board with regard to Goal 2. The desired target is that NEB-regulated facilities 
operating under approved permits and conditions should have no major releases to air, 
land or water. 


Three major releases by NEB-regulated companies occurred last year. They were: 
¢ Enbridge Glenavon (approximately 990 cubic metres or 6 230 barrels): a 


result of corrosion; 


¢ Terasen Burnaby (approximately 232 cubic metres or | 460 barrels): a result 
of a 3™ party strike; and 


¢ Enbridge Cromer Terminal (approximately 600 to 700 barrels of 
crude, predominantly contained, on company property): a result of a station 
valve failure. 


The number of major releases is up from those encountered in 2006 and within the range 
of between zero and three occurring annually over the past several years (Table 4). 


Table 4: Major Releases to the Environment During Operation 


2006 1 

¥y 2005. 2 
2004 0 

2003 0 

2002 1 

2001 1 

E> pee 

2000 0 

| 1999 3 
1998 0 
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Indicators that the rights of those affected are respected 


The NEB continues to advance its Goal 2 mandate to respect the rights of those affected, 
by monitoring responses to landowner complaints and also by developing the Proposed 
Damage Prevention Regulations. In 2007 the NEB responded to 18 cases in which 
landowners brought forward issues regarding the effects of NEB-approved facilities on 
the use and enjoyment of their properties. Eighty-eight percent of these complaints were 
resolved within the NEB’s service standard (80 percent in 60 days). During 2007, work 
on the Proposed Damage Prevention Regulations was advanced. 


The NEB recently launched its Land Matters Consultation Initiative (LMCI). The 
purpose of this initiative is to provide a forum for interested parties, primarily 
landowners, and the Board to discuss and generate options for the Board's review of lands 
issues. These discussions are expected to improve understanding of various interests, and 
will also help to develop stronger working relationships among the different parties. Over 
400 people have participated in the LMCI consultations across Canada. The LMCI 
discussions are looking at the range of existing tools (such as regulations, guidance notes, 
regulatory filing expectations, inspections and audits) to identify possible improvements 
in the future. Discussion is separated into four streams: 


1. Company Interaction with Landowners; 

2. Improving the Accessability of NEB Processess; 
3. Pipeline Abandonment — Financial Issues; and 
4. Pipeline Abandonment — Physical Issues. 


Then next major step for the LMCI is to prepare a report with recommendations which 
will address the issues that have been identified. 


Program and Results on Objectives of 2007-2008 


The objectives for Goal 1, which focuses on safety and security, apply to Goal 2, which 
focuses on environment. The results achieved toward Goal 2 under these objectives are 
discussed under Goal 1. 


2.3.3 Goal 3 


| Canadians benefit from efficient infrastructure and markets. | 


The NEB promotes efficient energy infrastructure and markets through the regulation of 
pipeline and electrical transmission facilities, pipeline tolls and tariffs, and energy 
imports and exports. The NEB also provides energy information to Canadians and works 
to continually improve the efficiency of its regulatory processes. 
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The NEB is responsible for approving natural gas, natural gas liquids, crude oil, 
petroleum products, and electricity exports. The basis of the NEB’s approach for the 
authorization of exports is to ensure that Canadians have access to Canadian-produced 
commodities on terms and conditions at least as favourable as those available to export 
buyers. To achieve this outcome, the NEB undertakes extensive monitoring and reporting 
of market conditions. The NEB promotes functional markets and monitors these markets 
to verify they are responding to market signals consistent with the fundamentals of 
supply and demand. Additionally, the NEB monitors transportation markets for the 
utilization and adequacy of pipeline capacity. The NEB also informs the public about 
energy market trends on an ongoing basis. Providing and interpreting energy market 
information contributes to the efficient operation of energy markets. 


Finally, in the context of the NEB’s operations, efficient energy infrastructure and 
markets embodies regulatory efficiency. This includes reducing regulatory barriers, 
streamlining regulatory processes and effectively coordinating these processes with other 
agencies, when appropriate, and striving to minimize costs incurred by parties. 


Performance Measures and Results 
To gauge results under Goal 3, the NEB used three performance measures: 


¢ Evidence that Canadian energy and transportation markets are working well. 


¢ Evidence that the Board’s advice and energy information products benefit 
Canadians. 


¢ Evidence that the Board’s regulatory processes are efficient and effective. 


Evidence that Canadian energy and transportation markets are working well 


A key indicator that energy and transportation markets are working well is that Canadians 
can obtain energy commodities on similar terms and conditions that are available to 
export buyers. In the context of the North American market, this means that the prices 
paid for oil, gas and electricity in the domestic market should be responsive to demand 
and supply pressures and, in an integrated market, essentially the same as the prices in the 
export market. Price trends over the past several years indicate that domestic and export 
prices have been tracking closely (Figures 5 to 8). 


Figure 4 illustrates net export revenues by commodity. For 2007, data reflects revenues 
have remained consistent or increased year over year. 


Figures 5 and 6 illustrate that the natural gas and crude oil markets continue to work. 


Figure 5 demonstrates that prices generally reflect overall supply and demand of natural 
gas in North America. Canadians are paying fair market prices for natural gas. Above- 
normal temperatures in the winter of 2006-2007 left large volumes of natural gas in North 
American gas storage facilities at the beginning of April. Gas prices weakened through 
the spring and summer as increased volumes of liquefied natural gas (LNG) were 
imported into the United States. By September, LNG imports receded by about half of 
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the summer rate, as European and Asian LNG pre-winter demand increased. 
Consequently, natural gas prices increased from the late-September low. 


Figure 4: Estimated Net Export Revenues by Commodity 
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Figure 5: Comparison of Export and Domestic Natural Gas Prices 
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Figure 6 illustrates that the light crude oil market continues to work. Canadians are 
paying competitive market prices for both light and heavy crude oil. Canadian prices 
started the fiscal year at CDN$435.84/m* (CDN$69.20/bbl) and rose dramatically, 
closing at CDN$664.53/m* (CDN$105.50/bbl) on 31 March 2008. This represents a 
year-on-year increase of almost 53 percent. Supporting the price increase was a sharp 
decline in U.S. crude oil inventories which approached the lower boundary of the five 
year range as 2007 ended. 
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Figure 6: Comparison of Export and Domestic Oil Prices 


} 
| 
100 | 


Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 


mE XDON ———- Fdmonton Par 


In 2007, Canadian refinery utilization rates rose 1.6 percent as a result of increasing 
demand for petroleum products. Distillate fuels (heating oil and diesel) had adequate 
supply during the winter, with the exception of western Canada, where a fire at the Shell 
Scotford upgrader in November contributed to product supply tightness. Product prices 
were roughly 4.2 percent higher in 2007 compared to 2006 reflecting the increase in 
crude oil prices. The full impact of higher crude oil prices was offset by the appreciation 
of the Canadian dollar versus the U.S. dollar. 


In Canada, only Ontario and Alberta have functioning electricity markets where price is 
determined by the forces of supply and demand. Figure 7 and Figure 8 illustrate prices in 
interconnected electricity markets. Where interconnected markets have adequate 
generation and are connected by efficient and effective transmission systems, price 
changes in one market should reflect price changes in the other. If transmission 
constraints exist between the interconnected markets, there will be less of a tendency for 
prices to be correlated. 


For example, Ontario wholesale electricity prices are correlated with adjacent U.S. 
markets. Figure 7 shows Pennsylvania—Jersey—Maryland (PJM) Interconnections and 
New York—West (NY-A) pricing points. 


Despite typically being a summer peaking province, Ontario’s monthly average peak 
power prices were highest in February and December in 2007. The summer price peak 
occurred in August last year, with power prices in PJM averaging $20/MW.h more than 
in Ontario for that month. The divergence of the prices in PJM over the summer is due to 
congestion on transmission lines within that region.. Domestic load in Ontario was 
slightly down from summer 2006, due to mild summer weather and languishing industrial 
demand. 
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Figure 7: On-Peak Electricity Prices in Ontario and Adjacent American Markets 
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As shown in Figure 8, the Alberta Electric System Operator (AESO) on-peak power price 
and the Mid-Columbia (Mid-C) price in Washington State represent western pricing 
points. Correlation between the two prices is evident but is not as close as in eastern 
Canada. Transmission constraints continue to limit the volume of energy that can be 
traded between the regions. 


Figure 8: On-Peak Electricity Prices - Alberta and Mid-Columbia 
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An extended period of warm weather that resulted in five power warnings throughout 
July 2007 forced prices to reach the $999/MW.h maximum resulting in an average 


monthly pool price of C$214/MW.h. The large divergences between these regional 
prices, over the past few summers, have been due to exceptional situations, where Alberta 
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had a combination of low generation and transmission outages. The prices in the two 
regions have followed a similar path since September 2007. 


Figure 9 illustrates that electricity prices paid by consumers vary significantly across the 
country. The lowest prices are in the hydro provinces, which have the lowest-cost 
electricity, and are less subject to the rise in fuel costs than those areas which rely on 
fossil fuels for electricity generation. 


For the natural gas and oil pipeline transportation systems to work well, the following 
three factors must be present: 1) there is adequate pipeline capacity in place to move 
products to consumers who need them; 2) pipelines are providing services that meet the 
needs of shippers at reasonable prices; and, 3) pipelines have adequate financial strength 
to attract capital on terms that allow them to build infrastructure and maintain their 
systems at a reasonable cost to customers. 


With respect to the adequacy of pipeline capacity, one measurement is based on the 
principle that if adequate capacity exists, the difference in commodity price between two 
markets connected by a pipeline should be similar or less than the cost of transportation. 
Prolonged periods of a higher price differential could indicate the need for additional 
capacity on a pipeline. 


Figure 9: Residential Electricity Prices in Representative Canadian Cities 
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(Source: Hydro-Quebec. Comparison of Electricity Prices in Major North American Cities. 2007) 


As Figure 10 shows, the historical gas price difference between Dawn, Ontario and 
Alberta has generally been less than the cost of transportation (firm transport plus fuel) 
via the TransCanada pipeline, which connects these two markets. The data provides an 
indication that in general, there has been sufficient pipeline capacity between Alberta and 
Ontario. Using similar analysis, the NEB concludes that adequate capacity existed on all 
major gas pipeline corridors over the last year. 
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Figure 10: Alberta Basis versus Transportation and Fuel Cost 
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The NEB also directly monitors pipeline throughput relative to capacity to gauge whether 
an adequate level of transportation is available. This analysis also indicates that natural 
gas pipeline capacity was adequate but showed some constraints on oil pipeline capacity 
in 2007-2008. Oil pipeline capacity utilization is illustrated in Figure 11. 


Figure 11: Oil Pipeline Capacity Utilization 
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Kinder Morgan’s Trans Mountain Pipeline system was apportioned throughout the year 
as a result of strong demand from U.S. northwest refineries and increased shipments off 
the Westridge dock. Heavy crude oil producers sought to ship crude off the west coast to 
realize higher netbacks as the more accessible U.S. Midwest market became saturated. 
Capacity was sufficient on Kinder Morgan’s Express pipeline, but, due to downstream 
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capacity tightness on the Platte system, Canadian producers were limited in terms of how 
much they could ship from Hardisty, Alberta. Certain lines on the Enbridge system 
operated at or close to full capacity and, at times, were unable to flow all volumes 
offered. 


While oil pipeline capacity utilization in 2007-2008 indicated that there was some spare 
capacity on the pipelines, downstream bottlenecks on both Express and Enbridge limited 
the amount of crude that could be shipped. As Canadian oil production increased, driven 
by oil sands development, capacity on Canadian oil pipelines remained very tight, 
indicating additional capacity may be required. 


In 2007-2008, the NEB approved TransCanada’s Keystone pipeline (69 000 m°), 
Enbridge’s Alberta Clipper pipeline (71 500 m*), Enbridge’s Westpur ACCE capacity 
expansion, and Enbridge’s Southern Lights project which involves transporting diluent 
from the U.S. to the Alberta oil sands. 


Evidence that advice and information products benefit Canadians 


The NEB provides information products about energy market trends so that the public 
has information to make decisions about choices for energy sources for the future, and so 
that policy makers have access to independent, timely and objective energy information 
to make informed decisions. The energy market information is provided through Energy 
Market Assessments, statistical reporting and consultation with other organizations. All 
of this material is available through the NEB website. In 2007-2008, the number of web 
visits to the NEB Internet site continued to increase. The Energy Pricing for Canadian 
Consumers section of the website continues to be popular, maintaining the number of 
web visits as the previous year. The report on Canada’s Energy Future and 
accompanying background material on the website received the most web visits of our 
energy products, indicating greater use of NEB-source energy information. 


aE vidence that the NEB’s regulatory processes are efficient and effective 


The NEB continues to monitor the efficiency and effectiveness of its regulatory 
processes. Service standards have been published and posted on the NEB’s website since 
2005. The NEB compiles data on cycle times (the time between receiving an application 
and rendering an NEB decision) to track the number, type and processing time of 
applications it receives. This provides evidence that the NEB’s regulatory processes are 
efficient and effective and helps pinpoint areas requiring attention. The NEB has 
established service standards for these cycle times. Table 5 shows the service standards 
for the various types of applications and permits and the performance relative to the 
service standard for the 2007-2008 year. 
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Table 5: Cycle Times and Service Standards 
Type and Number Processing Time 


Non-Hearing Section 58 
Applications’ 


Category A: 12 80% in 40 days 92% 
Category B: 3 80% in 90 days 100% 
Category C: 0 80% in 120 days (n/a) (n/a) 


Reasons for Decision’ Standard Result Average 


Standard Result Average 


80% of Reasons for Decision 80% in 12 weeks 80% (n/a) 
completed within 12 weeks 
following a public hearing: 5 

rappel cg Standard Result Average 


Category A: 7 80% within 40 calendar days 100% 35.0 


Category B: 3 80% within 90 calendar days 100% 72.0 


Export and Import 
Authorizations* 


NGL Orders: 6 2 working days 20 
Oil Orders:13 2 working days 22 
Natural Gas Orders: 149 2 working days 2.0 


1. Section 58 applications are classified’into one of three categories (minor, moderate, major) based on: their level 
of complexity; the estimated number and type of information requests which may be generated; the probability of 
third-party interest; and the level to which a Federal Authority may become involved in the environmental 
assessment of the application. 


Standard Result Average 


2. There were two Reasons for Decision involving the issuance of a separate Environmental Assessment Report 
requiring a Government Response or decision from the Minister of the Environment issued in 2007-2008. A new 
service standard regarding such Reasons for Decision has been developed for 2008-2009. 


3. Electricity export applications are divided into one of two categories (minor or major) based on their level of 
complexity. 


4. Service standards for Oil and NGL orders apply to new orders only (not renewals). 


In 2007-2008, the NEB processed 351 short-term applications, including 58 propane, 49 
butane, 95 crude oil/petroleum product export orders and 149 natural gas import and 
export orders. All export orders met the NEB’s service standard of two working days 
with the exception of two new NGL and five new oil and/or petroleum product orders. In 
these situations, staff turnover and processing delays were contributing factors. Orders 
that did not meet the two day service standard were processed within three days. 


Program and Results on Objectives of 2007-2008 


The NEB identified three objectives under Goal 3 in its 2007-2008 RPP. These 
objectives and the results achieved are discussed below. 
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13 Regulatory processes fit the scope and risk of applications and other 
regulated activities. 


This year, the NEB improved the application process for small pipelines by developing 
criteria enabling companies to submit streamlined applications; consequently, these 
applications can be assessed by the Board more efficiently and improve Board cycle 
times. Using a simplified assessment process for low-risk facility applications reduces the 
time required for regulatory decisions on small, routine pipeline facilities, reduces 
industry’s application costs related to small pipelines, and reduces industry avoidance of 
federal regulation for small pipelines. 


Technically uncomplicated, straightforward application 


+ 


Satisfactory company compliance record 


+ 


Lifecycle compliance tools available for any required 
project or company follow-up 


Streamlined Application Assessment 


A satisfactory company compliance record is verified using inspection reports, audit 
reports and condition compliance. Regulated companies will use the Board’s risk criteria 
to evaluate the risks of their proposed project, confirming the level of risk for each 
criterion and providing additional information to the Board only in the event that there is 
more than a low level of risk for that particular criterion. In 2007-2008, the NEB 
developed an Online Application System (OAS), for regulated companies to submit small 
pipeline applications. 


A similar approach has been initiated in the processing of electricity export applications 
in order to more appropriately fit the scope and risk of such applications. In 2007-2008, 
the Board conducted successful stakeholder consultations regarding the streamlining 
initiative for electricity export applications. Interim outcomes include reduced 
information requirements in electricity export applications, reduced Board cycle times 
and improved internal process documentation, approach and practices. 


2. The NEB’s energy information program focuses on emerging market issues 
and regulatory challenges. 


Part of the Board’s energy information program, the report on Canada’s Energy Future, 
is a study of Canada’s long-term energy supply and demand. In the report, released in the 
fall of 2007, the Board integrated the analysis of energy sector markets into a single “all 
energy” market analysis and outlook. The report describes plausible energy futures for 
Canada with a view to inform interested Canadians on how the energy system could 
evolve over the next 25 years to 2030. The report includes a range of potential scenarios 
for energy supply and demand. Feedback from cross-Canada consultations indicates that 
Canadians want to see more frequent reports on the future of energy in Canada, which are 
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firmly grounded in sharing of information and increased dialogue. Post-release, the NEB 
conducted a national conference to further encourage discussion of the results published 
in the report. The Canada’s Energy Future link on the NEB website received close to 
40,000 visits in 2007-2008. The report and accompanying background material can be 
found at www.neb-one.gc.ca. 


The NEB collects and analyses information about Canadian energy markets through 
regulatory processes and market monitoring in order to support the Board’s regulatory 
program and to provide public information to support better decisions by policy makers, 
industry and the public. In its Energy Information Program, the Board focuses on 
informing Canadians of energy market developments and issues related to the Board’s 
regulatory mandate (primarily gas, oil and electricity market developments). The 
program comprises Energy Market Assessments, which provide detailed analyses into 
aspects of Canada’s energy system, concise briefing notes, energy pricing information on 
the NEB website and semi-annual energy market outlooks. In 2007-2008, web visits to 
these areas of our website increased 28 percent over the previous year. 


In 2007-2008, the NEB continued to develop an enhanced suite of products and 
communication services for its energy market analysis and observations. Included were 
media briefings on the NEB’s outlook for crude oil, natural gas and electricity markets 
prior to the summer and winter seasons. These outlooks provide the NEB’s expectations 
of how the markets will perform over the next few months. In addition, NEB Board 
Members and staff presented at various conferences and roundtables. 


The consumer-focused section within the NEB website, Energy Pricing for Canadian 
Consumers, continues to provide Canadians with timely information about energy pricing 
in an easy-to-understand format. The energy pricing section examines oil, natural gas, 
propane and electricity. 


The NEB has a legislative responsibility to compile data for several statistical reports 
related to its regulatory role in the oil, gas and electricity industries. Subject areas include 
natural gas exports, imports, volumes and prices; exports of propane and butane; crude 
oil and petroleum products exports; light and heavy crude oil export prices; crude oil 
supply and disposition; and imports and exports of electricity. Statistical reports can be 
found on the NEB’s website. 


2.3.4 Goal 4 


The NEB fulfills its mandate with the benefit of effective public engagement. | 


Throughout its history, the Board has provided opportunities for the public to participate 
in the regulatory decision-making process. In recent years, the scope of these 
opportunities has grown to include broad consultation on new processes, an increased 
number of meetings and hearings in affected communities, and a wider range of tools for 
the public to access information about the NEB’s operations. 
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Effective citizen engagement requires a commitment to open, honest and transparent 
communication. Parties affected by proposed projects have much at stake and in order to 
make decisions in the public interest, it is critical that the NEB ensures appropriate public 
engagement. Simplified processes, information sessions, Internet-accessible regulatory 
documents and Appropriate Dispute Resolution’ are among the methods being used by 
the Board to support its goal of effective public engagement. 


As part of a review of some key issues related to land matters, the NEB has created the 
Land Matters Consultation Initiative (LMCI). The purpose of this project is to provide a 
forum for all interested parties and the Board to engage in dialogue and generate options 
to support the long-term responsible development of the energy sector, while respecting 
the rights of those affected. 


The LMCI includes a 4-stream approach to address the most common issues, including 
company interactions with landowners, improving the accessibility of NEB processes, 
and financial and physical issues surrounding pipeline abandonment. For each stream, 
desired outcomes have been identified and discussion papers were released to provide 
context for the issues and to focus discussion on key questions. The full spectrum of the 
Board’s stakeholders, including landowners, industry, Aboriginal groups, non- 
government organizations, other regulators and government departments, were invited to 
participate in the LMCI. 


Following the consultation process, the Board will release draft reports on the 
consultation results and invite additional input from parties on the proposed action plan. 
The Board has worked closely and transparently with key stakeholder groups to design 
and implement a consultation process that meets the needs of people who want to 
participate. As a result, stronger and broader relationships are being developed. By 
working together with parties who are most directly impacted by pipeline infrastructure, 
steps will be taken to provide greater clarity on the rights and interests of all parties, to 
continuously improve the accessibility of NEB processes and to bring more certainty to 
issues related to pipeline abandonment. 


Performance Measures and Results 
To measure the effectiveness of Goal 4 work, the Board used the following measure: 
Board processes provide for effective participation by parties to Board matters 


The Board is committed to ensuring that stakeholders are involved effectively in the 
Board’s public processes. A composite indicator assessing stakeholder satisfaction with - 
NEB processes, information and interaction is used to assess this measure. Based on data 
from a variety of sources, including surveys administered throughout the year following 
events such as workshops and hearings, and through comment cards inserted into all 
publications, stakeholders indicated a rate of 71 percent overall satisfaction. Figure 12 


2 Appropriate Dispute Resolution is a tool that can be used to resolve differences outside of hearings and court 
proceedings. Various approaches can be used including negotiation, mediation and workshops, leading to 
increased understanding of interests and perspectives, and an increased likelihood of a “win - win” outcome. 


Section II: Analysis of Program Activity 33 


indicates scores on NEB process, information provision and interaction, based on a five- 
point scale. 


Figure 12: Stakeholder Satisfaction with Process, Information and Interaction 


Process Information Interaction 


A number of events targeting the Canadian public and the media, such as media briefings 
following the release of publications and process-related information sessions, were 
organized in 2007-2008 in an effort to share information in a timely and efficient manner. 
The NEB continues its proactive approach with the media by actively responding to the 
needs of reporters with respect to the type and extent of information provided, 
distribution of complementary information pieces and plain language reviews. 


Because of the strong focus put on the preparation of the report on Canada’s Energy 
Future, fewer EMA publications were released during the course of the year. Also, in 
comparison to the previous year, the Board was not involved in as many hearings of 
interest to the media. While there was in general good media coverage on NEB processes 
and information releases, there was a decrease in the number of media hits from the 
previous year because of the above factors. 


Table 6: Media Hits Covering NEB Activities 


English 


French 


Total 


Visits to the NEB website are consistently high. The addition of new search capabilities 
during the previous year has started to generate positive results even though these search 
engines are still in the process of indexing the new website. 
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Program and Results on Objectives of 2007-2008 


As noted in the RPP, the NEB identified three objectives. One of these, the objective to 
employ participant funding for infrastructure applications, was stopped. The NEB 
received legal advice that legislative amendments would be necessary in order to 
accomplish participant funding. Further, with the creation of the Major Projects 
Management Office over the past year, it was understood that there would be a multi- 
agency approach to this issue; the NEB's requirement for participant funding is subsumed 
within this approach. 


1 Engagement and communication practices for NEB matters meet the needs 
of stakeholders. 


The purpose of the engagement portion of this objective is to ensure that both the Board’s 
and public stakeholders’ needs are met by effective participation in Board processes. The 
Board is implementing a public engagement program which proactively assists Canadians 
to effectively participate in Board matters. As part of its hearing process, the NEB now 
routinely conducts pre-hearing meetings with interested members of the public to assist 
them in participating in the hearing. 


In 2007-2008, an update of the NEB website was undertaken. The updated website has 
improved access, enabled stakeholders to better understand what the NEB does, and how 
to be involved in Board processes. Notable improvements to the website include more 
straightforward navigation capabilities and a more reliable search function. The renewed 
website incorporates Treasury Board’s Common Look and Feel (CLF) 2.0 guidelines and 
further improvements to the website will be made in 2008-2009. 


2. The NEB has a range of interest-based approaches to fulfill its regulatory 
mandate. 


For those applications and processes within the NEB’s control, the Board’s direction is to 
use interest-based processes where possible and, generally, to explore their use prior to 
relying on adjudicative processes. This should also result in more efficient processes, 
reduced cycle times and costs. At the same time, there are instances where a hearing is 
the most effective and appropriate approach. Interest-based approaches and hearings 
together form a range of process options which the Board can use according to the 
specifics of the application. The development of a suite of interest-based processes for 
regulatory processes was stopped as a project in 2007-2008 due to resource issues, but is 
being implemented on a pilot basis, with a focus on resolving landowner and company 
issues prior to the time of a regulatory hearing. 


2.3.5 Goal 5 


The NEB delivers quality outcomes through innovative leadership and 
effective processes. 
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Goal 5 focuses on the leadership and management accountabilities needed to support a 
high performance organization that delivers on its commitments. This goal is about 
sound business management and effective decision-making, to ensure that the 
organization has the people, technology, facilities, records management procedures, and 
financial resources available to carry out its mandate. 


In 2007-2008, the tight job market across Alberta, as well as skill shortages and 
corresponding hikes in wages and benefits, continued to affect our ability to be 
competitive with other employers. In addition, the high cost of housing affected our 
ability to attract experienced workers to Calgary where the NEB is located. Changing 
demographics and the need to work within a highly legislated environment have 
presented further challenges to recruitment efforts. 


As well, during 2007-2008, the NEB obtained additional funds from the Treasury Board 
to hire more skilled staff to deal with the increasing workloads and to invest in succession 
planning. The Board continues to emphasize interesting work in the national public 
interest, work/life balance, and flexible work arrangements as part of our attraction and 
retention incentives. 


Performance Measures and Results 


In order to evaluate the success of meeting Goal 5 objectives, the NEB used the following 
performance measures: 
* Employee satisfaction 


¢ Effective resource management 
Employee Satisfaction 


In response to the results of the 2005 government-wide employee opinion survey (EOS), 
an employee advisory group made 25 key recommendations related to workplace 
enhancements, relationships and communications. In 2007-2008, the NEB Executive 
Team acted on many of the recommendations and posted an action log on our intranet. 
The log records specific activities and initiatives implemented to address priority items 
such as: 


* revitalizing the NEB values; 


* expanding Executive Team communications; 


* enhancing the performance management program (RESULTS) and training 
programs; 


* developing plans to implement change management training for leaders and 
employees; and 


* launching an employee classification review. 
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Although a “mini” employee survey was planned for January 2008 to measure the 
progress of the above noted items as well as other ongoing initiatives, it was postponed 
due to collective bargaining. The Public Service National EOS is planned for fall 2008. 
However, as an alternative, an NEB values survey was conducted and the results indicate 
that 88 to 90 percent of our employees understand and live the values of the organization. 


Effective Resource Management 


In 2007-2008, business planning included a resource allocation tool and a method of 
tracking spending for each team and business unit in order to support the NEB in 
delivering upon its mandate and strategic plan. This year, the business plan became a 
dynamic document that served as an effective tool for managing resources. This was 
facilitated by having most activities identified in the business plan linked to our financial 
accounting system. Utilizing the resource planning tool, the NEB set a target of being 
within four percent of the annual budget allocation, and was able to exceed this target 
with a 1.3 percent variance at the end of the fiscal year (Table 7). This variance is 
predicated on removing the Hearing Reserve allocation and costs, as these are considered 
uncontrolled. The number and complexity of hearings varies from year to year based on 
industry demand. In this regard, the Hearing Reserve needs to be dealt with in isolation. 


Table 7: NEB Resource Management 


NEB Allocation $42,452.0 
Less: Performance Pay, Market Allowance & Ex Bonus aS $2685.8 
Less: Recoverable Severance & Maternity Leave $1,051.3 
Revised Allocation . f $38,714.9 
at = 
Less: Expenditures $37,082.8 
Less: Projected Surplus $766.7 
Baiance $865.4 
% vs. Revised Allocation ; 2.2% 
Revised Allocation $38,714.9 
Less: Hearing Reserve Allocation $1,221.6 
Revised Allocation $37,493.3 
Less: Expenditures He $36,243.9 
Less: Projected Surplus $766.7 
Balance — Without Hearing Reserve $482.7 
% vs. Revised Allocation ee 1.3% 
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Program and Results on Objectives of 2007-2008 


The NEB identified three objectives for Goal 5 in its 2007-2008 RPP. These objectives 
and the results achieved are discussed below. 


i The NEB has the necessary capacity to fulfill its mandate. 


The year 2007-2008 continued to be a time of great change and challenge, both outside 
and inside the NEB. Staff continues to face increasing demands as a result of 
globalization, shifts in resource supply and technology changes. Leaders are required to 
implement a results-based approach emphasizing innovation, accountability and risk 
taking, while dealing with an increasingly diverse workforce. The NEB will continue to 
experience intense competition for a smaller pool of knowledgeable, competent 
employees required to carry out its mandate. 


The Board is inspired by the vision of a strategically-managed, high performance 
organization where the right people are available to do the right things at the right time. 
Recognizing that organizational performance is directly linked to the technical excellence 
and flexibility of our workforce, we have continued to develop and refine the annual 
performance assessment process that links individual performance to the Board’s 
business priorities. Over the past year, the market allowance and the performance pay 
pilot project continued in effect so that individual performance could be recognized and 
rewarded. 


Recruitment, Retention, Succession Planning 


Given the unique role that the NEB plays on behalf of the Canadian public, the greatest 
challenge is to attract and retain the people needed to enable the NEB to fulfill its 
mandate. The NEB’s People Strategy outlines its long-term needs and approach for 
recruiting and retaining qualified employees. Through this plan, the NEB is updating and 
improving recruitment and retention strategies and succession planning on a number of 
fronts. 


The NEB provides a flexible work environment for its employees. In an effort to retain 
staff in the competitive Calgary. labour market, several employees telework from different 
regions of the country. The benefits of a telework policy include retention of experienced 
employees who thrive on the challenging work of the Board, as well as the ability of 
those individuals to network with other stakeholders, including provincial governments, 
associations, pipeline companies and the oil and gas industry, in different parts of 
Canada. - 


During 2007-2008, the NEB further defined a framework for supporting the acquisition 
of knowledge, skills, and experience that will enable employees to advance their 
individual career objectives while contributing to Board work. The NEB supports career 
growth through development plans, coaching and other learning opportunities available 
to all staff. These opportunities may be focused on attaining current job expectations or 
stretch goals, and are part of a larger succession planning strategy. Last year, NEB 
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employees spent approximately 14 000 hours in learning events, including attending 
conferences, formal education, courses of study and on-the-job training. In April 2007, 
the Board launched its Technical Excellence Program, the objective of which is to 
promote timely and quality knowledge transfer and skills development. To date, nearly 
200 NEB staff has received training in a range of technical and legislative competencies 
as part of the technical excellence project. 


The NEB’s leadership development program focused on developing management and 
leadership skills. By participating in this program, leaders and potential leaders sharpen 
their skills through hands-on training programs offered in-house and through 
organizations such as the acclaimed Banff Centre. The in-house program provides the 
government-specific knowledge required for managing finances, procurement, human 
resources and government information; the Banff Leadership courses support the growth 
of strategic, personal, and team leadership skills. 


In 2007-2008, the Board launched a new training strategy and offered three customized 
training courses in project management. Eighty-nine employees participated in the 
course best suited to their role and level of experience. The Board also provided coaching 
and support to project managers and drafted a standard for defining the skills and 
competencies required of project managers. 


To enable more effective and efficient recruiting, the NEB developed a Talent Team to 
lead and facilitate hiring activities. The team, composed of NEB employees, has 
successfully recruited 19 individuals to the NEB. 


Business Continuity Plan 


Treasury Board’s Government Security Policy requires departments to establish a 
business continuity planning program to provide for the continued availability of critical 
services and assets, and of other services and assets when warranted by a threat and risk 
assessment. Critical services and associated assets must remain available in order to 
assure the health, safety, security and economic well-being of Canadians, and the 
effective functioning of government. 


The NEB’s Business Continuity Plan (BCP) was updated this past year using the services 
of a consulting firm to aid in this endeavour. In addition, a pandemic plan has been 
written and will be incorporated as a chapter in the BCP. Unfortunately, the high rate of 
staff turnover, particularly in key BCP positions, and the pressures of other tasks have 
meant that the updated plans were not delivered until year-end. This has meant that the 
necessary staff training and awareness was not accomplished in this reporting period but 
will be addressed in the next fiscal year. 


Resource Management 


The Canadian energy sector has been very active, placing a high demand on the NEB in 
its regulatory role. As a consequence, the NEB has experienced a significant increase in 
its costs. In order to continue effectively meeting its mandate, it was necessary for the 

NEB to seek additional financial resources. Accordingly, the NEB made a submission to 
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Treasury Board and, on 18 September 2007, received approval for an additional $25.5 
million to be provided over the next three years. This funding will enable the NEB to 
meet the higher cost of its operations. These expenditures will be eligible for recovery 
under the NEB’s Cost Recovery Regulations. 


Information Management Renewal 


The Board’s Information Management Renewal project establishes the tools, training, 
techniques and practices that will respond to the information management needs of the 
NEB and the Government of Canada. As part of this project, the Government of Canada 
Information Management standard toolset known as the Record and Document 
Information Management System (RDIMS), is being implemented. Consultations with 
key staff members and NEB business units have been completed to ensure business 
alignment with the work to date. The Board’s file plan has been reviewed and 

updated to meet Library and Archives Canada guidelines. The Information Management 
Renewal project will streamline information handling at the Board, and preserve 
information of enduring value to Canadians. During the first quarter of 2008, all Board 
staff received Information Management and RDIMS application training, enabling staff 
to share in and contribute to a managed corporate information repository. 


a The NEB lives a results-based culture of excellence. 
Leadership and Development Programs 


The NEB continues its commitment to demonstrating excellence in all aspects of its 
work. The NEB’s focus is on supporting staff career management through development 
plans, mentoring and challenge opportunities. Throughout 2007-2008, a number of 
activities related to the Learning and Development Framework were incorporated to 
continue the promotion of an NEB culture while proactively addressing employee 
attraction, engagement and transition challenges: 


¢ The NEB OnBoarding Program was developed by initially reviewing and 
revamping the overall NEB Orientation Program. Key in this revamp was the 
publication of an employee handbook to be given to each new employee. As 
well, this program was expanded to introduce new employees to both an 
information technology and a workplace health and safety component; 


* Further emphasis has been placed on individual learning plans with the 
development and publication of a formal learning plan document. This 
document now forms part of the RESULTS performance management system 
and is discussed as part of the RESULTS debriefing process; 


* The NEB implemented the Management 101 course for all leaders and 
supervisors at the NEB. This training was developed in concert with the 
Canada School of Public Service (CSPS) and is based on the institution’s 
G110/124 courses. A consultant was hired during this period to review all 
CSPS management courses with a view to applicability to the NEB; and 
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* Utilizing the expertise resident in our Professional Leadership Team, a formal 
coaching and mentoring program has been put in place to assure continued 
knowledge transfer to new, less experienced staff while at the same time 
ensuring more experienced staff is afforded the opportunity to develop and 
expand their horizons. 


Recognition and Reward Programs 


With the current labour market in Alberta and more particularly, Calgary, the importance 
of recognition as a means of increasing employee retention has been recognized. The 
NEB Rewards and Recognition program, which culminates in an annual ceremony, 
salutes employee efforts and successes throughout the year. This program features a 
range of formal and informal measures for collectively expressing and reinforcing NEB 
values and the way that people work effectively together. In 2007-2008, focus groups 
were consulted to solicit employee input in order to incorporate new means of 
recognizing our employees and their achievements that support our strategic plan. 


Corporate Performance Measures 


The purpose of this project was to review the NEB’s current suite of corporate measures 
and to provide recommendations for improvements. The need for this improvement work 
was identified through the NEB’s Quality Management System (QMS) implementation, 
as well as feedback from stakeholders. The project was a timely one for the Board, since 
it coincided with a number of requirements from different sources to document, review 
and improve our measures. 


The framework used for the measures was the Strategic Plan Goals and the regulatory 
outcomes leading to those Goals. This framework, as represented through logic models 
for each Goal, allowed the project team to systematically review the existing measures, 
identify gaps, and provide recommendations for improved measures and improvements to 
our performance measurement system. 


The project team documented existing measures, conducted a gap analysis, developed 
improvements for our corporate performance assessment process and provided 
recommendations for our overall suite of measures by Goal. The project team found that 
it was not possible to work on improving measures without looking at our whole 
performance measurement system. Thus, project recommendations address 
improvements for our Board-wide performance measurement system, as well as for 

_ program measures that contribute to the Goals. 


3. The NEB has a fully operational quality management system. 


The Quality Management System (QMS) is the framework of processes and 
accountabilities by which we ensure that we meet the needs of our stakeholders, today 
and in the future. Started in 2005-2006, QMS is now firmly ingrained in the NEB's 
culture and is accepted as the way we work. All new employees receive QMS orientation 
so they are equipped to use the 500-plus documents that describe the Board's 70 business 
processes and sub-processes. In 2007-2008 alone, staff recorded 363 improvement 
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suggestions, many of them implemented, on how to make our products and processes 
even better. 


Throughout 2007-2008, the NEB continued to implement its Quality Management 
System as a framework for: 


* effective, efficient execution of Board processes; 
* ensuring stakeholder needs are met; 


* enabling process consistency where required, and flexibility where possible; 
and 


* encouraging continuous improvement. 


A gap analysis conducted in the last quarter of the fiscal year indicated that the Board had 
exceeded its target of 60 percent completion on the 'QMS Maturity’ index, using the /SO 
9001:2000 Quality Management Systems — Requirement as a guide, with a final score of 
65 percent. The score exceeded the previous year’s rating and indicates improvement in 
key NEB processes. 


As a sub-set of the QMS, an NEB internal website project working group has been 
established with a view to aligning the NEB website (known as 1Web) with the current 
QMS Process Dashboard. This project has finished the design phase with the preparation 
of some initial mock-ups of the new iWeb design and the completion of a series of client 
reviews. The suggestions and feedback received have been incorporated into the design 
and a prototype to test usability is under construction. 
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3.1 


Performance Measures Summary 


Safety, security, 
environmental 
protection and 
economic benefits 
through regulation of 
pipelines, power lines, 
trade and energy 
development within 
NEB jurisdiction. 


‘Goal 1 — NEB- regulated 
facilities and activities are 
safe and secure and are 
perceived to be so. 


Goal 2 — NEB-regulated 
facilities are built and 
operated in a manner that 
protects the environment 
and respects the rights of 
those affected. 


Number of fatalities: 1 pipeline 
related; 0 electricity facility related 


Number of hydrocarbon pipeline 
ruptures per year: °2 


Number of pipeline incidents per 
year: 56 

COGO Act disabling injuries: 1 
COGO Act hazardous 
occurrences: 24 


Number and significance of 
security infractions: 0 


Percent of environmental 
conditions that achieved their 
desired end results: 100% in 
calendar year 2006 


Number of major liquid 
hydrocarbon releases into the 


| environment: 3 major release in 


calendar year 2006 


Indicators that the rights of those 
affected are respected: 88% of 
landowner complaints resolved 
within service standard (80 percent 
in 60 days) 


Goal 3 — Canadians benefit 
from efficient energy 
infrastructure and markets. 


Goal 4 — The NEB fulfills its 
mandate with the benefit of 
effective public 


engagement. 


Goal 5 — The NEB delivers 
quality outcomes through 
innovative leadership and 
effective processes. 


was 1.3% in 2007-2008 
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Section 2.3.1 


Section 2.3.2 


Evidence that Canadian energy Section 2.3.3 


and transportation markets are 
working well 


Evidence that advice and 
information products benefit 
Canadians: Web visits increased 
28% 

Evidence that the Board’s 
regulatory processes are efficient 
and effective: Service standards for 
non-hearing s.58 applications met 


Board processes provide for 
effective participation by parties to 
Board matters: stakeholder 
satisfaction approximately 71% 


Section 2.3.4 


Employee satisfaction: NEB values 
survey results indicate 88 -90% of 
employees understand and live the 
values of the organization 


Effective resource management: 
met target of being within 4% of 
annual budget allocation: result 


Section 2.3.5 
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32 Financial Information 


Table 8: Comparison of Planned Spending and Full-time Equivalents 


Departmental Planned versus Actual Spending ($ millions) 
2007-2008 


- 2005-06 2006-07 Main Planned Total Actual 
Actual Actual Estimates Spending Authorities Spending 


Total Departmental 
Spending 


[Fulltime Equivalents | 298.6 [300] ~—~S=~“‘s CSC*~*~*~*‘*d;C«a 


Table 9: Voted and Statutory Items 
a Financial Requirements by Authority ($ millions) 
Vote or Truncated Vote 2007-2008 


‘Statutory or Statutory Wording Main Planned Total Actual 
ton Estimates Spending Authorities Spending 


Program Expenditures 


(S) Contributions to employee 
benefit plans 
Total 


Table 10: Sources of Non-Respendable Revenue 


For supplementary information on the department’s sources of respendable and non- 
respendable revenue please visit http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


3:3 External Fees and Service Standards 


Table 11: Energy Regulation and Advice — National Energy Board Act 
Table 12: Energy Regulation and Advice — Canada Oil and Gas Operations Act 


Table 13: Service Standard for Access to Information Act 


For supplementary information on the department’s User Fees, please visit: 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


3.4 Financial Statements 


Statement of Management Responsibility 
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Responsibility for the integrity and objectivity of the accompanying financial statements 
for the year ended 31 March 2008 and all information contained in these statements rests 
with departmental management. These financial statements have been prepared by 
management in accordance with Treasury Board accounting policies which are consistent 
with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these 
financial statements. Some of the information in the financial statements is based on 
management's best estimates and judgment and gives due consideration to materiality. To 
fulfil its accounting and reporting responsibilities, management maintains a set of accounts 
that provides a centralized record of the department's financial transactions. Financial 
information submitted to the Public Accounts of Canada and included in the department's 
Departmental Performance Report is consistent with these financial statements. 


Management maintains a system of financial management and internal control designed 
to provide reasonable assurance that financial information is reliable, that assets are 
safeguarded and that transactions are in accordance with the Financial Administration 
Act, are executed in accordance with prescribed regulations, within Parliamentary 
authorities, and are properly recorded to maintain accountability of Government funds. 
Management also seeks to ensure the objectivity and integrity of data in its financial 
statements by careful selection, training and development of qualified staff; by 
organizational arrangements that provide appropriate divisions of responsibility; and, by 
communication programs aimed at ensuring that regulations, policies, standards and 
managerial authorities are understood throughout the department. 


The financial statements of the department have not been audited for the 31 March 2008 
fiscal year. However, the National Energy Board also produces financial statements on a 
calendar year basis that are audited by the Office of the Auditor General. 
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National Energy Board 
Statement of Operations (Unaudited) 
For the Year Ended March 31 
(in thousands of dollars) 


REVENUES 
Regulatory fees 
Miscellaneous revenue 


Salaries and employee benefits 
Professional and special services 
Accommodations 

Travel 

Acquisition machinery and equipment 
Amortization 

Repairs and maintenance 
Communications 

Supplies 

Other 

Total operating expenses 

Net cost of operations 

The accompanying notes form an integral part of these financial statements. 


National Energy Board 
Statement of Financial Position (Unaudited) 
ee At March 31 


(in thousands of dollars) 


ASSETS 
Financial assets 
Accounts receivable and advances (Note 4) 
Total financial assets 
Non-financial assets 
Prepaid expenses 


Tangible capital assets (Note 5) 
Total non-financial assets 


LIABILITIES AND EQUITY OF CANADA 


Contingent liabilities (Note 7) 
Contractual obligations (Note 8) 
The accompanying notes form an integral part of these financial statements. 
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2007 


35,630 


35,635 


36,344 
4,518 
4,658 
2,800 

387 
821 
515 
310 
375 
109 
50,837 


National Energy Board 


Equity of Canada, beginning of year 
Net cost of operations 


Equity of Canada, end of year 2,153 
The accompanying notes form an integral part of these financial statements. 


Operating activities 
Cash received from: 
Regulatory and other fees 34,588 
Cash paid for: 
Salaries and employee benefits (31,273) 
Professional services (4,530) 
Travel (2,788) | 
Machinery & equipment (430) 
Rentals (740) 
Supplies (375) 
Other (309) 
Repairs & maintenance (515) 
Communications (310) 
Cash provided by operating activities (2,391) | (6,682) 


Capital investment activities ; 
Financing activities — 


The accompanying notes form an integral part of these financial statements. 


Notes to Financial Statements 


AUS Authority and Objectives 


The National Energy Board (NEB) is an independent regulatory agency, established in 
1959 under the National Energy Board Act and is designated as a department and named 
under Schedule I.1 of the Financial Administration Act, reporting to Parliament through 
the Minister of Natural Resources. 


The NEB regulates the following specific aspects of the energy industry: 


* the construction and operation of international and interprovincial pipelines; 
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* the construction and operation of international and designated interprovincial 
power lines; 


¢ traffic, tolls and tariffs of international and interprovincial pipelines; 
* exports of oil, gas and electricity and imports of gas and oil; and 


* oil and gas activities on Frontier lands not subject to a federal/provincial 
accord. 


Other responsibilities of the NEB include providing advice to the Minister of Natural 
Resources Canada on the development and use of energy resources. 


NEB’s corporate purpose is to promote safety, environmental protection and economic 
efficiency in the Canadian public interest within the mandate set by Parliament in the 
regulation of pipelines, energy development and trade. This principle guides the NEB in 
carrying out and interpreting its regulatory responsibilities. The companies that are 
regulated by the Board create wealth for Canadians through the transport of oil, natural 
gas and natural gas liquids, and through the export of hydrocarbons and electricity. As a 
regulatory agency, the Board’s role is to help create a framework which allows these 
economic activities to occur when they are in the public interest. 


The NEB operates in a manner similar to a civil court. For major applications and 
inquiries, the Board holds public hearings at which applicants and interested parties have 
full rights of participation. 


The NEB has the authority to charge those companies it regulates, in accordance with 
sub-section 24.1(1) of the NEB Act, the total costs attributable to the NEB's operations in 
carrying out its related responsibilities. 


Under the National Energy Board Cost Recovery Regulations (the Regulations) approved by 
the Treasury Board, the National Energy Board recovers from the companies it regulates the 
cost of its operations, effective 1 January 1991. It has the delegated authority to determine 
what costs will be excluded from program expenditures for cost recovery purposes. 


The NEB operates within the Consolidated Revenue Fund (CRF). The CRF is administered 
by the Receiver General for Canada. All cash received by the NEB is deposited to the CRF 
and all cash disbursements made by the NEB are paid from the CRF. 


Ze Summary of Significant Accounting Policies 

The financial statements have been prepared in accordance with Treasury Board 
accounting policies which are consistent with Canadian generally accepted accounting 
principles for the public sector. 

Significant accounting policies are as follows: 

a) Parliamentary appropriations — the Department is financed by the Government of 


Canada through Parliamentary appropriations. Appropriations provided to the 
department do not parailel financial reporting according to generally accepted 


48 National Energy Board 


b) 


c) 


d) 
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accounting principles since appropriations are primarily based on cash flow 
réquirements. Consequently, items recognized in the statement of operations and 
the statement of financial position are not necessarily the same as those provided 
through appropriations from Parliament. Note 3 provides a high-level 
reconciliation between the bases of reporting. 


Net Cash Provided by Government — The department operates within the CRF, 
which is administered by the Receiver General for Canada. All cash received by 
the department is deposited to the CRF and all cash disbursements made by the 
department are paid from the CRF. The net cash provided by Government is the 
difference between all cash receipts and all cash disbursements including - 
transactions between departments of the federal government. 


Change in net position in the CRF is the difference between the net cash provided 
by Government and appropriations used in a year, excluding the amount of 
non-respendable revenue recorded by the department. It results from timing 
differences between when a transaction affects appropriations and when it is 
processed through the CRF. 


Revenues: 


¢ Revenues from regulatory fees are recognized in the accounts based on the 
services provided in the year. 


¢ Other revenues are accounted for in the period in which the underlying 
transaction or event occurred that gave rise to the revenues. 


Expenses — Expenses are recorded on the accrual basis: 


¢ Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 


¢ Services provided without charge by other government departments for 
accommodation, the employer's contribution to the health and dental 
insurance plans and legal services are recorded as operating expenses at their 
estimated cost. 


Employee future benefits 


1) Pension benefits: Eligible employees participate in the Public Service 
Pension Plan, a multi-employer plan administered by the Government of 
Canada. The department's contributions to the Plan are charged to 
expenses in the year incurred and represent the total departmental 
obligation to the Plan. Current legislation does not require the department 
to make contributions for any actuarial deficiencies of the Plan. © 


11) Severance benefits: Employees are entitled to severance benefits under 
labour contracts or conditions of employment. These benefits are accrued 
as employees render the services necessary to earn them. The obligation 
relating to the benefits earned by employees is calculated using 
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information derived from the results of the actuarially determined liability 
for employee severance benefits for the Government as a whole. 


g) Accounts receivables are stated at amounts expected to be ultimately realized; a 
provision is made for receivables where recovery is considered uncertain. 


h) Contingent liabilities — Contingent liabilities are potential liabilities that may 
become actual liabilities when one or more future events occur or fail to occur. To 
the extent that the future event is likely to occur or fail to occur, and a reasonable 
estimate of the loss can be made, an estimated liability is accrued and an expense 
recorded. If the likelihood is not determinable or an amount cannot be reasonably 
estimated, the contingency is disclosed in the notes to the financial statements. 


1) Foreign currency transactions — Transactions involving foreign currencies are 
translated into Canadian dollar equivalents using rates of exchange in effect at the 
time of those transactions. Monetary assets and liabilities denominated in a 
foreign currency are translated into Canadian dollars using the rate of exchange in 
effect on 31 March 2008. 


j) Tangible capital assets — All tangible capital assets and leasehold improvements 
having an initial cost of $10,000 or more are recorded at their acquisition cost. 
The department does not capitalize intangibles, works of art and historical 
treasures that have cultural, aesthetic or historical value, assets located on Indian 
Reserves and museum collections. 


Amortization of tangible capital assets is done on a straight-line basis over the estimated 
useful life of the asset as follows: 


t : Amortization period —_ 

Machinery and equipment (Furniture) 10 years 

Machinery and equipment (Audio visual equipment) 5 years 

Informatics hardware (PCs and accessories) 3 years 

Informatics hardware (Computer servers & accessories) 5 years 

Informatics software (Commercial software) 2 years 

Informatics software (In-house developed software) 5 years 

Vehicles 5 years 

Leasehold improvements : Lesser of the remaining term of the lease or 
useful life of the improvement 

Assets under construction/development Once in service, in accordance with asset type 

Leased tangible capital assets i accordance with asset type if ownership is likely 
to transfer to the department; otherwise, over the 
lease term 

k) Measurement uncertainty — The preparation of these financial statements in 


accordance with Treasury Board accounting policies, which are consistent with 
Canadian generally accepted accounting principles for the public sector, requires 
management to make estimates and assumptions that affect the reported amounts 
of assets, liabilities, revenues and expenses reported in the financial statements. 
At the time of preparation of these statements, management believes the estimates 


50 National Energy Board 


and assumptions to be reasonable. The most significant items where estimates are 
used are contingent liabilities, the liability for employee severance benefits and 
the useful life of tangible capital assets. Actual results could significantly differ 
from those estimated. Management's estimates are reviewed periodically and, as 
adjustments become necessary, they are recorded in the financial statements in the 
year they become known. 


3 Parliamentary Appropriations 


The Department receives most of its funding through annual Parliamentary 
appropriations. Items recognized in the statement of operations and the statement of 
financial position in one year may be funded through Parliamentary appropriations in 
prior, current or future years. Accordingly, the Department has different net results of 
operations for the year on a government funding basis than on an accrual accounting 
basis. The differences are reconciled in the following tables: 


Net cost of operations 8,230 | 15,202 
Adjustments for items affecting net cost of operations but not affecting appropriations: 


Add (Less): 


Services provided without charge (5,974) | (6,228) 

Amortization of tangible capital assets (951) (822) 

Revenue not available for spending Aral) |) OSES 
Meee 


(Loss) gain on disposal and write-down of tangible capital assets - - 
Vacation pay and compensatory leave 
Employee Severance Benefits 269 (420) 
Other 432 (528) 
43,601 | 42,839 
Adjustments for items not affecting net cost of operations but affecting appropriations a 
1,463 


Add (Less): Acquisitions of tangible capital assets 492 | 
Prepaid expenses 293 642 
Current year appropriations used 45,357 43,973 | 


Vote 30 — Operating expenditures 
Transfer from TB Vote 15 


Statutory amounts 


ace faa 


Lapsed appropriations: Operating 


Operating overexpenditure 


Current year appropriations used 
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c) Reconciliation of net cash provided by Government to current year appropriations 
used 


(in thousands of dollars) 2008 2007 
Net cash provided by Government 
Revenue not available for spending 


Change in net position in the Consolidated Revenue Fund 


(in thousands of dollars) 
Receivables from other Federal Government departments and agencies 


Employee advances 
12,567 
13,886 | 9,651 | 


Less: allowance for doubtful accounts on external receivables 
Total 


5. Tangible Capital Assets 


(in thousands of dollars) 


Cost oe Accumulated amortization 
2008 


Disposals Disposals Net 
, Opening and write- Closing Opening andwrite- Closing book 
Capitalassetclass balance = Acquis. ~—_— offs — balance _ balance Amort. offs balance value 


Informatics (Hardware) Ces MD 182 
Informatics Software 1,975 6815" ~~ rule 27686 1,119 392 1,145 
Machinery and 

180 


S 
= 


Other mach. & equip 
(incl. furniture) 
Vehicles 25 


Leasehold 
improvements 


Assets under 
construction/ 
development 


Toate aes | 


Amortization expense for the year ended March 31, 2008 is $950,716 (2007 - $821,332). 
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6. Employee Benefits 


a) Pension benefits: The department's employees participate in the Public Service 
Pension Plan, which is sponsored and administered by the Government of 
Canada. Pension benefits accrue up to a maximum period of 35 years at a rate of 
2 percent per year of pensionable service, times the average of the best five 
consecutive years of earnings. The benefits are integrated with Canada/Québec 
Pension Plans benefits and they are indexed to inflation. 


Both the employees and the department contribute to the cost of the Plan. The 
2007-08 expense amounts to $3,420,242.68 ($3,477,642 in 2006-07), which 
represents approximately 2.2 times the contributions by employees. 


The department's responsibility with regard to the Plan is limited to its 
contributions. Actuarial surpluses or deficiencies are recognized in the financial 
statements of the Government of Canada, as the Plan's sponsor. 


b) Severance benefits: The department provides severance benefits to its employees 
based on eligibility, years of service and final salary. These severance benefits 
are not pre-funded. Benefits will be paid from future appropriations. Information 
about the severance benefits, measured as at March 31, is as follows: 


Accrued benefit obligation, beginning of year 

Expense for the year 329 | 1,016 

Benefits paid during the year (622) | (596) 
Accrued benefit obligation, end of year 5,342 | 5,611 


qe. Contingent Liabilities 
Claims and Litigation 


Claims have been made against the department in the normal course of operations. Legal 
proceedings for claims totalling approximately $831,000 ($60,000 in 2007) were still 
pending at March 31, 2008. Some of these potential liabilities may become actual 
liabilities when one or more future events occur or fail to occur. The likelihood of these 
claims being realized cannot be determined so no amount has been accrued in the 
financial statements. 


8. Contractual Obligations 


The nature of the department's activities can result in some large multi-year contracts and 
obligations whereby the department will be obligated to make future payments when the 
services/goods are received. Significant contractual obligations that can be reasonably 
estimated are summarized as follows: 
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2012 and 
thereafter 


(in thousands of dollars) 2009 2011 


Vendor contracts 
Operating leases 


g: Related-party transactions 


The department is related as a result of common ownership to all Government of Canada 
departments, agencies, and Crown corporations. The department enters into transactions 
with these entities in the normal course of business and on normal trade terms. Also, 
during the year, the department received services which were obtained without charge 
from other Government departments as presented in part (a). 


a) Services provided without charge: 


During the year the department received without charge from other departments, 
accommodation and the employer's contribution to the health and dental insurance plans. 
These services without charge have been recognized in the department's Statement of 
Operations as follows: 


fin thousands of dollars) 
Accommodation 


Employer's contribution to the health / dental insurance plans 


The Government has structured some of its administrative activities for efficiency and 
cost-effectiveness purposes so that one department performs these on behalf of all 
without charge. The costs of these services, which include payroll and cheque issuance 
services provided by Public Works and Government Services Canada and audit services 
provided by the Office of the Auditor General, are not included as an expense in the 
department's Statement of Operations. 


b) Payables and receivables outstanding at year-end with related parties: 
2008 2007 


Accounts receivable with other government departments and agencies 


Accounts payable to other government departments and agencies 


c) Administration of programs on behalf of other government departments 


The NEB administers the Northern Gas Project Secretariat (NGPS) and Environmental 
Studies Research Funds (ESRF). NGPS expenses are part of the NEB’s appropriation 
whereas ESRF expenses are not. 


The concept of the Northern Gas Project Secretariat was first unveiled in the Cooperation 
Plan, a document produced by the Northern Pipeline Environmental Impact Assessment 
and Regulatory Chairs' Committee in June 2002. 


This Plan describes the framework that the authorities with environmental impact 


assessment and regulatory mandates, called the Agencies, will follow to implement 
coordinated environmental impact assessment and regulatory processes for a proposed 
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major northern gas pipeline project and associated developments. It outlines methods of 
cooperation between the Agencies that will avoid duplication of effort and provides 
clarity and certainty of process for the public, companies and other stakeholders. 


The environmental review process commenced with the filing of the Preliminary 
Information Package in June 2003. The regulatory processes commenced with the filing 
of the five applications for the construction and operation of the Mackenzie Gas Project 
in October 2004. 


The Northern Gas Project Secretariat office was officially opened in December 2003. 
With offices in Yellowknife and Inuvik, staff at the Project Secretariat will help 
northerners and interested public effectively participate in the environmental review and 
regulatory processes. 


According to the Treasury Board submission approved on 1 December 2003, the 
operating costs of NGPS incurred by NEB are recoverable under the National Energy 
Board Act because the Secretariat functions are classified as part of the application 
process of the Act. 


The NEB administers the Environmental Studies Research Funds. These funds are 
provided by INAC and NRCan. None of the NEB’s appropriation is included in these 
funds. Any unused balances in the ESRF accounts are transferred to the partner 


departments at year end. ESRF expenses are reflected in the financial statements of 
INAC and NRCan. 


10. Comparative information 


Comparative figures have been reclassified to conform to the current year's presentation. 
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The following table presents a summary of NEB Public Hearings from | April 2007 to 31 
March 2008. 


Imperial Oil Resources | Application seeking approval to construct and Ongoing process. 
Ventures Limited — operate a natural gas pipeline and related 
Mackenzie Gas facilities through the Mackenzie Valley. 
Pipeline (MGP) 
GH-1-2004 
Emera Brunswick Application seeking approval to build and Reasons for Decision 
Pipeline Company Ltd. | operate a 145 kilometre, 762 millimetre diameter | released in May 2007. 
— Brunswick Pipeline pipeline from the Canaport™ Liquefied Natural 
GH-1-2006 Gas Facility at Mispec Point in Saint John, New 
Brunswick to a point on the international border 
ee near St. Stephen, New Brunswick. 
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Oral Hearings 


Outcomes 


Emera Brunswick 
Pipeline Company Ltd. 
— Brunswick Pipeline / 
Detailed Route 


MH-3-2007 


Emera Brunswick 
Pipeline Company Ltd. 
— Brunswick Pipeline / 
Wet Crossing 


GH-4-2008 


Repsol Energy 
Canada Inc. 


GH-1-2008 


TransCanada 
Keystone PipeLine GP 
Limited — Cushing 
Expansion 

OH-1-2008 


Application seeking approval for the pipeline’s 
detailed route following the landowner objections 
to the company’s detailed route proposal. 


Application seeking approval for a wet crossing 
as an alternative method for crossing the Saint 
John River. 


Application seeking approval for a licence 
authorizing the importation of liquefied natural 
gas (LNG) into Canada, and for a separate 
licence to export natural gas from Canada to the 
United States. 


Application seeking approval for the construction 
of new pump stations, increased pumping 
capacity and pump station location changes on 
the proposed Cushing Expansion of the 
Keystone pipeline. 


Enbridge Pipelines 
(Westspur) Inc. — Alida 
to Cromer Capacity 
Expansion (ACCE) 
Project 


OH-2-2007 


Enbridge Pipelines Inc. 
— Line 4 Extension 
Project OH-5-2007 


Application seeking approval for the construction 
of a 60 kilometre, 6 inch outside diameter 
pipeline to transport natural gas liquids (NGL) 
from Alida, Saskatchewan to Cromer, Manitoba. 


Application seeking approval for a 180-kilometre 
extension to Enbridge Pipeline Inc.'s (Enbridge) 
Line 4. Enbridge requests approval for its tolling 
method and to reactivate three sections of pre- 
existing pipeline. 


Enbridge Pipelines Inc. 
— Alberta Clipper 
Expansion Project 


OH-4-2007 


Application seeking approval for the Canadian 
portion of the Alberta Clipper Project, which 
would involve the construction and operation of 
facilities including approximately 1,074 km of 
new 914 mm outside diameter (36-inch) oil 
pipeline between Enbridge's Hardisty Terminal 
and the Canada-United States border near 
Gretna, Manitoba. 


Enbridge Pipelines Inc. 
— Southern Lights 
Project 


OH-3-2007 
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| Application seeking approval for the transfer of 


ownership of EPI’s Line 13 to ESL; the removal 
Line 13 from southbound crude oil delivery 
service; the flow reversal on Line 13 to carry 
diluent from the Canada/US border near Gretna, 
Manitoba, northbound to Edmonton, Alberta; the 
construction of a new 288 kilometre oil pipeline 
from Cromer, Manitoba to the Canada/US 

border near Gretna, Manitoba, to transport light 
sour crude oil; and appropriate tolls and tariffs for 
shippers to use the pipelines. 


Information Session held in 
September 2007. 


Hearings were held in Saint 
John, New Brunswick during 
the week of 28 January 2008. 
Decision pending. 
Hearing scheduled for late 
summer 2008. 


Hearing Workshop held in 
February 2008. 


Hearing scheduled for May 
2008. 


Hearing scheduled for early 
April 2008. 


Reasons for Decision 
released in June 2007. 


Information Sessions held in 
Camrose, AB and Nisku, AB. 


Hearing held in January 
2008. 


Decision pending. 


Reasons for Decision 
released in February 2008. 


Reasons for Decision 
released in February 2008. 
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TransCanada 
Keystone PipeLine GP 
Limited — Keystone 
Pipeline Project 


OH-1-2007 


Application to construct and operate the 
Canadian portion of the Keystone Project — a 
proposed crude oil line that would run from 
Alberta to markets in Illinois. 


Westcoast Energy Inc., 
carrying on business 
as Spectra Energy 
Transmission 
(Westcoast) — South 
Peace Pipeline Project 


GH-3-2008 


SemCAMS Redwillow 
ULC — Redwillow 
Pipeline Project 


OH-1-2008 


EnCana Corporation — 
Deep Panuke Offshore 
Gas Development 
Project 


GH-2-2006 


TransCanada 
PipeLines Limited — 
Gros Cacouna Receipt 
Point Application 


Application seeking approval to construct an 
extension (89.5 km in length) to Westcoast's 
existing raw gas gathering system near Fort St. 
John, British Columbia. The new pipeline would 
carry gas from the "South Peace Area" south of 
Fort St. John and the Peace River to connect to 
Westcoast's existing McMahon processing plant, 
in Taylor, British Columbia. 


Reasons for Decision 
released in September 2007. 


Hearing scheduled for August 
2008. 


Application seeking approval for the construction | Hearing delayed. 


of a pipeline (149.7 kilometre in length) from the 
Grizzly Valley area southwest of Tumbler Ridge, 
British Columbia into an existing gathering and 
processing facility located near Wapiti, Alberta. 


Applications to develop the Deep Panuke 
Offshore Natural Gas Project. 


Reasons for Decision 
released in September 2007. 


Application seeking approval of a new receipt 
point at Gros Cacouna (QC) for the receipt of 
regasified liquefied natural gas (LNG). 
Affirmation is also being requested for the tolling 


Reasons for Decision 
released in July 2007. 


RH-1-2007 methodology that will apply to service from that 
point. 
TransCanada Application requesting a review of the decision Decision pending. 


PipeLines Limited — 


Review application 
filed by Mme. 
Campbell 


MH-1-2007 


granting the company authorization for the right 
of entry. 


Trans Québec and 
Maritimes Pipeline Inc. 
— Cost of Capital 


RH-1-2008 


Application requesting the NEB to review its RH- 
2-94 Cost of Capital Decision, only as it applies 
to TQM. TQM also asks the NEB for an order to 
approve a fair return on capital resulting from an 
ROE of 11.0 per cent applied to a deemed 40 
per cent equity component of the company's 
capital structure. 


Enbridge Pipelines Inc. 
— Line 9 Tolls and 
Tarifs 


| RH-3-2008 


Application to change the transportation fees on 
Line 9, Enbridge’s only westbound pipeline. 


Gazoduc Trans 
Québec Maritimes Inc. 
— Projet AccésEst 


No hearing order 
issued. 


Application seeking for approval to connect by 
gas pipeline the company’s existing transmission 
network and the proposed liquefied natural gas 
(LNG) storage and regasification terminal in 
Cacouna. 


Hearing scheduled for 
September 2008. 


Hearing was cancelled in 
September 2007. 


Ongoing process. 


Three Information Sessions 
held in September 2007. 


ae 
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3.6 Parliamentary Committee Recommendations 


There were no parliamentary committee reports issued concerning the NEB during the 
reporting period. 


a7 Evaluations and Reviews 


For supplementary information on the department’s Internal Audits and Evaluations, 
please visit: http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp 


3.8 Travel Policies 


For supplementary information on the department’s travel policies, please visit: 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 
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Section [IV : Other Items of Interest 


4.1 Organizational Information 


The Board is structured into five business units reflecting major areas of responsibility: 
Applications, Operations, Commodities, Planning, Policy and Coordination and 
Integrated Solutions. In addition, the Executive Office includes the specialized services 
of Legal Services and Regulatory Services. 


Applications 


The Applications Business Unit is responsible for processing and assessing most 
regulatory applications submitted under the NEB Act, including facilities and tolls and 
tariffs applications and construction and operation of international and interprovincial 
electric power lines. The Applications Business Unit is also responsible for other matters 
such as the financial surveillance and financial audits of companies under the Board’s 
jurisdiction and for addressing landowner concerns. 


Operations 


The Operations Business Unit is accountable for safety and environmental matters 
pertaining to facilities under the NEB Act, the COGO Act and the CPR Act. It conducts 
safety and environmental inspections and audits; investigates incidents; monitors 
emergency response procedures; regulates the exploration, development and production 
of hydrocarbon resources in non-accord Frontier lands; and develops related safety and 
environment regulations and guidelines. 


Commodities 


The Commodities Business Unit is responsible for energy industry and marketplace 
surveillance, including the outlook for the demand and supply of energy commodities in 
Canada, updating guidelines and developing regulations relating to energy exports as 
prescribed by Part VI of the NEB Act. It is also responsible for assessing and processing 
applications for oil, natural gas and electricity exports. 


Planning, Policy and Coordination 


The Planning, Policy and Coordination Business Unit is responsible for developing the 
NEB's long-term regulatory framework and regulatory tools and for organization-wide 
planning and coordination. This includes providing communication, engagement, 
appropriate dispute resolution and technical excellence (through its professional leader 
and knowledge network services) services to the Board. 


Integrated Solutions 


Integrated Solutions is responsible for developing, implementing and supporting 
strategies and solutions to enhance business outcomes. This includes Board-wide 
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computer systems and services, materiel and facilities management, contracting, library 
services, corporate records management, financial management, human resource 
management, translation and document design and production. 


Executive Office 
The Executive Office is responsible for the Board’s overall capability and readiness to 
meet strategic and operational requirements, including providing legal advice for 
3 tan A ‘ + ih 
regulatory and management purposes, administering hearings and providing regulatory 


support. 


Figure 13: NEB Organizational Structure 


Board 
Members 
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Legal Services is accountable to the Chair and Board Members for the provision of legal advice. It is 
accountable to the Chief Operating Officer for its operations and administrative matters. 
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4.2 


| National Energy Board Damage Prevention 


Regulations 


National Energy Board Onshore Pipeline 
Regulations (OPR-99) and National Energy 
Board Processing Plant Regulations 


National Energy Board Cost Recovery 
Regulations 


Canada Oil and Gas Diving Regulations; 
Newfoundland Offshore Area Petroleum Diving 
Regulations; and Nova Scotia Offshore Area 
Petroleum Diving Regulations 


Department’s Regulatory Plan 


Less prescriptive, goal oriented regulations for NEB 
regulated facilities to more effectively address safety in 
the proximity of pipelines. Will replace the National 
Energy Board Pipeline Crossings Regulations, Parts | 
and II. Work continues to address Department of 
Justice (DOJ) review of the proposed Damage 
Prevention Regulations. 


Consider reviewing and modifying the existing = 
regulations and guidance notes based on experience 
gained regarding the effectiveness of the NEB's move 
towards goal based regulation. 


Incorporating new provisions pertaining to security, 
decommissioning, incident reporting and operations and 
maintenance. 


An overall review of the OPR-099 was planned for the 
2007-2008 fiscal year. In August 2007 the project was 
suspended due to heavy hearing workload. The overall 
review remains a high priority for RegDev but there is 
insufficient staff to carry out the project at this time. 


Amendments to the OPR-99 relating to 
decommissioning were published in the Canada 
Gazette Part 1 in November 2007. 


Modifications to the existing regulations arising from a 
request from the electricity industry. The Board 
continued to work with DOJ on new language in the 
regulation until August, when the project was 
suspended due to heavy hearing workload. Project was 
re-initiated in April 2008. 


Less prescriptive, more goal oriented regulations for 
activities in support of oil and gas programs in frontier 
lands. Progress was not made on the Diving 
Regulations this year per se but it was decided (by the 
FORRI) to amalgamate the suite of regulations under 
each jurisdiction into a single, goal oriented, regulation 
covering all aspects of the exploration and production of 
petroleum in Canada’s offshore and frontier areas. 


Canada Oil and Gas Drilling and Production 
Regulations; Newfoundland Offshore Area Oil 
and Gas Drilling and Production Regulations; 
and Nova Scotia Offshore Area Oil and Gas 
Drilling and Production Regulations 


Amalgamation of Canada Oil and Gas Production and 
Conservation Regulations and Canada Oil and Gas 
Drilling Regulations. 


Rewrite to a goal oriented style. 
Updated and streamlined administration. 


Significant progress was made towards goal oriented 
Drilling & Production Regulations under the 3 
jurisdictions. Consultation on the proposed regulatory 
language was undertaken with industry and other 
stakeholders. DOJ review progressed and drafting of 
consequential amendments was undertaken. A project 
to create guidance was initiated by the three regulatory 
Boards. Initial publication in Canada Gazette Part 1 
expected in 2008. 
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4.3 


FR IE CEPT RE 


Service Standards Results 


___ Service Standards 

Reasons for Decision 

* 80% of Reasons for Decision completed within 12 
weeks following a public hearing 

Export/import authorizations” 


* Oil and/or petroleum orders processed: 100% 
in 2 working days 

+ NGL orders processed: 100% in 
2 working days 


+ Gas import and export orders processed: 
100% in 2 working days 


Electricity export permits’: 
» (Category A) 

80% within 40 calendar days 
» (Category B) 

80% within 90 calendar days 


Landowner Complaints 

¢ Respond with initial course of action: 100% 
within 10 calendar days 

¢ Resolve the complaint: 80% within 60 calendar 
days 

Onshore pipeline regulation (OPR) audits 

* 80% of draft OPR reports sent to the audited 
company within 8 weeks of completing field work 


* 80% of Final OPR reports sent to the audited 
company within 8 weeks of receiving the 


company’s comments on the draft report 
Financial audits 


¢ 80% of draft financial reports sent to the audited 
company within 8 weeks of completing field work 


* 80% of final financial audit reports sent to 
company within 3 weeks of receiving the audited 
company’s comments on draft financial report 


Service Standard Results 2007-2008" 
Reasons for Decision 
Five hearings: 80% completed in 12 weeks 


Export/import authorizations 


Oil and/or petroleum orders processed: 13 new 
orders processed; 62% completed in 2 days 

NGL orders processed: 6 new orders processed; 
67% completed in 2 days 


Gas import and export orders processed: 149 
received; 99% completed in 2 days 


Category A: 35 received; 100% completed in 40 
days 


Category B: 72 received; 100% completed in 90 
days 


Landowner Complaints 


Respond with initial course of action: 16 files; 
100% response within 10 calendar days 


Resolve the complaint: 16 files; 88% of files were 
closed within 60 calendar days 


Onshore pipeline regulation audits 


3 received; 100% sent to the audited company 
within 8 weeks 


3 received; 67% sent to the audited company 
within 8 weeks 


Financial audits 


3 audits conducted; both service standards met 
(100% of reports sent within specified period) 


Non-hearing Section 58 application cycle times 


* Category A (complexity of issues considered 
minor): 80% of decisions released in 40 calendar 
days 

+ Category B (complexity of issues considered 
moderate): 80% of decisions released in 90 
calendar days 


* Category C (complexity of issues considered 
major): 80% of decisions released in 120 calendar 
days 


Non-hearing Section 58 application cycle times 
Category A: 12 received: 92% in 40 days 


Category B: 3 received: 100% in 90 days 


Category C: 0 received 


COGO Act applications 
Well drilling applications 


¢ Decisions rendered within 21 calendar days of 
receiving a complete application 


Geological and geophysical applications 


* Decisions rendered within 30 calendar days of 
receiving a complete application 


COGO Act applications 
Well drilling applications 


20 received: 100% of decisions rendered within 21 
calendar days 


Geological and geophysical applications 
23 received: 100% of decisions rendered within 30 


L days 
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CPR Act applications 
e Decision for Significant Discovery 


e Decision for Commercial Discovery Applications on 
Frontier lands 


80% of decisions for both rendered within 90 calendar 
days 


Responding to Access to Information requests 


Response provided within 30 days following receipt of 
request; the response time may be extended 
pursuant to section 9 of the ATIA. Notice of 
extension to be sent within 30 days after receipt of 
request. 


CPR Act applications 


5 received: 100% of decisions rendered within 90 
calendar days 


0 received 


Responding to Access to Information requests 


7 received: 100% of requests completed in 30 days 
or notice of extension sent within 30 days; 1 
request was received then later abandoned by the 
party who made the request 


1. The Board met all of its service standards except two. The Board’s target of sending the final OPR audit report to the 
company in 8 weeks was not met due to delayed processing. The Board’s target of processing new oil and/or 
petroleum and NGL export/import orders within 2 days was not met due to workload constraints. In these situations, 
orders were processed just under the standard at an average of 2.2 days. 

Service standards for Oil and NGL orders apply to new orders only (not renewals). 


3. Electricity export applications are divided into one of two categories (minor or major) based on their level of 


complexity. 


4.4 Contact Information 


For further information about the National Energy Board, contact: 


National Energy Board 
444 Seventh Avenue SW 


Calgary, Alberta T2P 0X8 
Telephone: (403) 292-4800 
Toll free: 1-800-899-1265 
Facsimile: (403) 292-5503 
Toll free: 1-877-288-8803 
E-mail: info@neb-one.gc.ca 


Internet site: www.neb-one.gc.ca 


Key Contacts as of 31 March 2008 


Gaétan Caron Chair and CEO 

Sheila Leggett Vice-Chair 

Pradeep Kharé Chief Operating Officer 

Chris van Egmond Business Leader, Applications 

John McCarthy Business Leader, Commodities 

Sandy Lapointe Business Leader, Operations 

Glenn Booth Business Leader, Planning, Policy and Coordination 
Eric Bach Business Leader, Integrated Solutions (Acting) 
Rob Cohen General Counsel 

Claudine Dutil-Berry Secretary of the Board 

Dan Philips Team Leader, Finance 
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Performance Report 


or the period ending 
arch 31, 2008 


Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2008. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OSS 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.gc.ca 


Catalogue No.: BT31-4/51-2008 
ISBN 978-0-660-63748-8 


Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guideQ0-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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National Film Board of Canada 
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Departmental Performance Report 
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ry Government Gouvernement 
of Canada du Canada 


As Minister of Canadian Heritage and Official Languages, I am pleased to present the National 
Film Board of Canada’s Departmental Performance Report for 2007-2008. The report outlines 
the important achievements of this agency over the last fiscal year and demonstrates how it 
continues to fulfill its mandate. 


As a producer and public distributor of films, the National Film Board of Canada (NFB) 
provides an essential public service in offering Canada and the world original, relevant, and 
innovative Canadian perspectives. Reflecting the diversity and excellence of our nation’s culture, 
the Film Board strengthens the bonds between ethnocultural, linguistic, and regional 
communities, providing a unique context for members of these communities, as well as emerging 
filmmakers, to speak out through film. 


The NFB collection is part of our heritage. It is now more accessible than ever to Canadians 
across the country both on traditional platforms and on multimedia. At a time when new 
technologies for transmission are proliferating, the NFB is ensuring that the various viewpoints 
and values of Canadians are circulated from coast to coast and abroad, where the organization is 
widely admired and respected. 


As a Canadian Heritage Portfolio agency, the National Film Board of Canada has helped create 
a more prosperous Canada in which Canadians of all generations and all backgrounds can take 
part in the rich social, cultural, and economic life this country has to offer. 
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Government Film Commissioner’s Message 


A new strategic course— the same tradition of excellence 

It has been more than a year since I began my tenure as Government Film Commissioner 

and Chairperson of the National Film Board of Canada (NFB). I began my five-year mandate as 
head of this cultural agency in June, having served as Director-General of the Film Board’s 
English Program, along with many years in the private sector. Throughout these years I have had 
extensive discussions with creators, producers and others in the Canadian and international film 
industry, as well as an ongoing connection with communities and Canadians across this country. 
These exchanges have helped me realize that the NFB’s mission to reflect Canada to Canadians 
and the rest of the world, through creating and distributing innovative, distinctive audiovisual 
works based on Canadian points of view and values, is as constant as it is vital. 


To ensure that the NFB continues to evolve by using new technologies to push boundaries, take 
risks and connect with Canadians in exciting new ways, a new strategic plan has been developed 
by NFB senior management in consultation with employees, key players in the Canadian 
audiovisual industry and a wide range of cultural, linguistic and community groups. The 
resulting five-year plan, covering 2008-2009 to 2012-2013, was approved by the Board of 
Trustees last March. The spirit of the plan stems from the NFB's very essence: nurturing creators, 
fostering imagination and creating media across all platforms, making the NFB accessible to all 
Canadians and ensuring stable financing in order to enable the NFB to fulfill its mandate. 


In line with its digital strategy, in January 2008 the Board launched one of Canada's first e- 
cinema networks in a pilot project linking five Acadian francophone communities. This project 
demonstrates how the NFB plays a key role in Canada's digital transformation as well as 
supporting the development of minority language communities. 


In addition to the considerable changes required by the new NFB’s strategic repositioning, the 
NFB also faces a number of challenges. The organization must act quickly to adjust its 
production practices, distribution strategies and collection management methods if it is to 
continue to fulfill its mandate to produce and distribute bold and distinctive audiovisual works in 
the fast-growing digital media environment. As a cultural public agency, the NFB must not only 
create works that reflect the concerns of Canadians, but also make its films accessible from coast 
to coast. 


The NFB was faced with some difficult choices during the last fiscal year. In order to finance the 
purchase of equipment required for new production process and distribution strategies, the 
organization had to make cuts in certain sectors and eliminate some jobs and offices. This 
reorganization was carried out in such a way as to minimize negative impact on the NFB's 
activities. 


Despite the difficult challenges of the past year, the NFB enjoyed a number of notable successes. 
These include its 70" Oscar nomination — more than any production company outside 
Hollywood — and its fourth Oscar nomination in as many years, for Madame Tutli-Putli. This 
animated short also won the prestigious Petit rail d’or award at the Cannes Film Festival as well 
as many other national and international honours. I would also like to note the recognition 


received by two of the NFB's longstanding collaborators, Serge Giguere and Alanis Obomsawin, 
whose exceptional careers were crowned this year with the Governor General’s Award in Visual 
and Media Arts and the Governor General's Performing Arts Award for Lifetime Artistic 
Achievement, respectively. These are just a sampling of the prestigious awards honouring NFB 
creators over the past year. 


I would also like to mention the Board's participation in the activities celebrating Quebec City's 
400th anniversary as well as its partnership with the National Battlefield Commission, which is 
celebrating its 100th anniversary. These projects underscore the role the NFB plays within the 
broader governmental framework as well as its relevance in the development and implementation 
of major federal projects essential to Canada’s national fabric. 


On the eve of its 70" anniversary, the Board has yet again demonstrated — in brilliant fashion — 
its ability to adapt to new realities, while maintaining the tradition of excellence that has allowed 
the NFB to forge an international reputation as an innovative and creative organization. 


Caan rbot 


Tom Perlmutter 
Government Film Commissioner 
and Chairperson of the National Film Board of Canada 


Management Representation Statement 


I submit, for tabling in Parliament, the 2007-2008 Departmental Performance Report (DPR) for 
the National Film Board of Canada. 


This document has been prepared based on the reporting principles contained in the Guide to the 
Preparation of Part III of the 2007-2008 Estimates: Departmental Plans and Priorities and 
Departmental Performance Reports 


elt adheres to the specific reporting requirements outlined in the Treasury Board Secretariat 
guidance; 


elt is based on the department's approved Strategic Outcome(s) and Program Activity 
Architecture that were approved by the Treasury Board; 


elt presents consistent, comprehensive, balanced and reliable information; 


elt provides a basis of accountability for the results achieved with the resources and authorities 
entrusted to it; 


elt reports finances based on approved numbers from the Estimates and the Public Accounts of 
Canada. 


ee te 


Name: Luisa Frate, c.a. 


Title: Director, Administration Branch 


Summary Information 


The National Film Board's Raison d’étre 


Mandate — As a cultural agency responsible to Parliament, the National Film Board of Canada 
fulfills a mandate, clearly defined in the National Film Act of 1985, “to initiate and promote the 
production and distribution of films in the national interest, and, in particular: 


"to produce and distribute and to promote the production and distribution of films designed to 
interpret Canada to Canadians and to other nations; 


"to represent the Government of Canada in its relations with persons engaged in commercial 
motion picture film activity in connection with motion picture films for the Government or any 
department thereof; 


"to engage in research in film activity and to make available the results thereof to persons 
engaged in the production of films; 


* to advise the Governor in Council in connection with film activities; 


= discharge such other duties relating to film activity as the Governor in Council may direct the 
Board to undertake.” 


Mission — To reflect Canada, and matters of interest to Canadians, to Canada and the rest of the 
world through creating and distributing innovative and distinctive audiovisual works based on 
Canadian points of view and values. 


Vision — During the strategic planning period for 2002-2006, the National Film Board adopted 
the following vision: “The NFB is recognized as being indispensable to all Canadians as the 
world-renowned public producer and distributor of audiovisual works that are socially relevant 
and innovative.” The new strategic plan approved last March reiterates the Board’s strong 
commitment to creativity, public service, innovation and accessibility. 


Financial Resources (thousands of dollars) 


Total Authorities Actual Spending 


Human Resources 


| Planned | Authorities Actual - 
| 500 | 500 493 
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Priorities 


Assessment on Progress towards 


Name 
pe Priorities 

Maintain overall programming slate of distinctive, challengin ee . ' : ; 

and relevant audiovisual works with a special emphasis st : Gasei ee ie BARS ale oat ate 

strengthening feature documentary production and developing eee geature iene BORE MCHIERIES, pe es 

a consistent approach to making short films. successtully met this priority. 

Strengthen the NFB's ability to identify and to work with tee 

ine talent, championing ee ee and Me ee ee Mn Dey Pearce Gas 

members from diverse communities (ethnocultural, linguistic, Opeoine SU a MON ee ONES Se 

and Aboriginal), and encouraging regional diversity. completion of 93 films by first-time filmmakers. 
An increase in the number of international co- 

Encourage partnerships through co-productions and maintain Mandator productions and an increased number of 

the development of international co-productions y partnerships with private industry have resulted in 
the NFB meeting this priority. 
Several films with innovative content have been 

Strengthen innovation in content, form and technology. Mandatory honoured with awards; the NEB has also 

; increased its investment in new production and 

distribution technologies. 
The NFB continues to contribute to increased 
competitiveness in the industry as a production 
partner and as a film distributor in the 

Contribute to the overall competitiveness and productivity of Weaning: documentary and animation markets, as well as 


the Canadian film industry 


incubator for new talent. It also invests in new 
distribution technologies and increases 
international partnership opportunities with 
countries like Brazil and Singapore. 


Strengthen NFB distribution networks and optimize NFB 


The launch of the e-cinema network and stronger 
links with distribution partners have allowed the 
NEB to strengthen its distribution networks. 


Mandatory 


More than 986 titles from the NFB’s collection 
were digitized and made available on the NFB’s 
websites. 


Mandatory 


6 
revenues. 
Enhance the conservation of the NFB collection in new, 
7 | emerging digital formats and increase its equitable access 
across Canada. 
Maintain, promote and enhance R&D initiatives to reposition 
wl the NFB as a leader in the Canadian film industry, along with 
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its partners. 


The NFB is working to develop a toolkit for 
networking audiovisual and information 
technology equipment, in partnership with 
stakeholders in the cultural, university research 
and wireless telecommunications sectors. 


Mandatory 


Enhance accountability, business practices and information 


As a result of recommendations in the 
Management Accountability Framework, as well 
as those made by other analysts, the NFB is 


a putting new practices in these areas into place. 


Mandatory 


9 
systems. 
Se 
10 Strengthen accountability, risk management, resource 
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management and governance. 


Analyses of current NFB practices have been 
carried out, and a plan to improve NFB practices 
in these areas has been put in place, with several 
measures already adopted. 


Mandatory 


Ol 


. 


7 AWOL 


7 AWOL 


¢ AWOL 


bY | sonuolig 


L299°| SonuOLd 


ou AT[NJssadong 


jou AT[NJssaoong 


yOu AT[NJSS29NNS\syoronposd-09 [BUOTFeUIO}UI pue ;eUOTeU JO JOQUINNY ~~ = 


your A][Nysss9ong 


‘Jugye} MoU JO JUOWIdOJaAOp puke UONOWOId SUIOSUQ ow 


:pourej}UreU 
sioyeuruUyly Sursiowula Aq suononpod Jo JoquinN = 


‘Poulej}UTeUL 
SUOT}eJUIWULIIAX9 


JOJ AVTIGIXOT YILM “YSevopBosg JO suROW 
PUL WIOJ ‘JUD]UOS SULIO} Ul SATBAOUUT S}OO[OIg a 


jou A][NJssodon¢ ‘epeury Ssoioe SWI] G4N 0} SS900Y on naiag 
jensrAorpne 
‘VIPOW MOU jo 
pue uonoly SANeUIO}[e “UOTeUTIUR “soLte}UDUUNSOp uononpold 
your AT[nyssaoong MOIA-JO-JUIOd UO SNOOJ & YIM SUTWIUTLISOIg =a 
| Ayo 
‘Sonssl 
| A}IOlg €L8°9F Lor Lr your Ay[NJssaoons} —--eIOOS SUTATOAUT SuruTUTeISOId $.G4N SY JO%S = 
AJLIOLIG SUIMO][O4) (¢ Jo spursnoy} Ab yo Spuvsnoy} Sie tH 
dy} 0} SoyNqtayUO suipuods jenyay suipusds pouurlg Snjejs AYAID 
8007-L00Z JUBULAOSIg s}[Nsoy poyd0dxy weis0ld 


‘pLIOM oy} pue epeuRD puRisiopuN 19}}9q suRIPeURD jay JY) SYIOM [ENSTAOIPNe SATLAOUUT puk SNOTIqUIe “jURAD[AI d]GISSaDNR oyeUI puk soNpold oO | 


SIUIOIING I199}8.4S 


aX} 
EpeUL, JO plvog WIL] [PUOHEN 94} 10J Sy[Nsoy APWANIY WeASOIg 


ih 


LB 9 Aion 


Ly 9 Aor 


Le 9 Ayuoud 


your AT[NJssaoon¢ 


your AT[NJssaoons 


youl Ay]NJssaoons 


your ATTNJssaoons 


‘SYJOMJOU UOTINGLYSIP [eUONeoNps pue AyuNuTUIOS 
S epeueD Ul suononpold g4N Jo sduaseid SuoNS 


JUDUIUISAOS [eJOpoy SY} YIM pue sonAoe ANsnput 
SULINP ‘STOOYDS PUR S[RATISOJ UT “UOISTASTO} UO 


suononpold sil pue GAN 9} 10J AWITIGISIA porosdury 


‘SuvoUl o}eLIdoidde J9y}0 pue ssurusesos 
oqnd ysnosm) uonedionsed uaznio paseasouy 


“UON]99T[OD GAN OU} JO UONeZHISIp ponunuos 


EOE : ; ‘S9OINOS9I JOJO pue sonboyyerpou oy} Bean 
plo tl £09 1 Ajre[nonsed ‘ssuLajjo pue SoIAO’ SNOLIBA SGN Nee ee 
Cond JeUnAT ay sSg0°us 9Y} YSNOIY] UONDIT[OD G4N 9Y} 0} ssadoe parosdury a 
(g Jo spuesnoy ur) 7 (g Jo spuesnoy ut) I 
AWOL SUIMOT[OY)  surpueds jenjay sulpueds pouurylg 
94} 0} SoINGIAVUO’) 8007-L007 Snqeys AVIARIY} 
JIUVUAOJAIG s}[Nsay poyaedxy] WeISOId 
‘onsojeyeo GN ou} 
9g AVIOLI | yustUE|duWI09 yey} SUONONpod soul Jo UOTIsInboy 
oy your AT[NJssaoon¢ 
‘AI}SNpul 
UOISIAD[9} puke UTI] URIpeUueD dt} JO ssadons 
9 a jou AT[NJsseoong) guj 0} aynqLTJUOS 0} JapsO UT SONUDAII suiziwundo 
SyIOM 
jenstAorpne 
LB 9 AVION | Z6r'7 Q6E-7 your AT]NJssaoong “S9OUDIPN [LUOTJVUIOJUI pue ULIpeURD SUTyORoY jo uoNGLASIG 
(¢ Jo spuesnoy) ur) | (¢ Jo spuesnoy) ut) 
AWAOLG SUIMOT[OY]  Burpuadg jenjay suipueds pouurlg 
94} 0} SoINQIVUO’F 8007-L007 SnqBIS AVIA | 
JIUBUAOJ AIG s}[nsoy poyoodxy WeIS01d 


= 


your AT[Nyssaoong “SULYRUIW] I Ul yIeUYOUAG & SB [OI S.GyN OU} UlejUTeYY 


Ploy [eNstAorpne oy} ul ASoj;ouyos pue sonbruyso} 


Q7R°. Os9¢e you AT[NJsssoon¢g} 0} poyejai syOJjo yUotudosaap puv Yyoseasas opquiooiddy 


(¢ JO Spuesnoy) ul) | (¢ Jo Spuesnoy} ut) 
surpuods [enjoy suipuods pouurlg 


8007-L007 | 


weisoig 


National Film Board of Canada Context 


The National Film Board of Canada is a public producer and distributor offering the Canadian 
public a unique range of cultural products and resources. Its mandate is to produce and distribute 
distinctive, relevant, original and innovative audiovisual works that interpret Canadian issues, 
values and points of view to Canada and the rest of the world. These works constitute an 
important part of Canada’s national heritage, and offer a remarkable window onto the diversity 
and vitality of our culture. 


The NFB plays a unique role in producing audiovisual works on all platforms intended for 
Canadian and foreign audiences, thereby complementing the role of other cultural agencies as 
well as the private sector. 


Internal Business Environment 


New Strategic Plan for 2008-2013 


On June 11" 2007, the 15"" Government Commissioner and NFB president, Mr. Tom Perlmutter, 
took on the Commissioner’s duties. In addition to the Film Commissioner’s appointment, there 
were several changes to the Board of Trustees. 


One of the first initiatives in the Commissioner’s mandate was to engage the organization in a 
process of reflection and consultation in order to define the organization’s new strategic 
approach for the next five years. The resulting Strategic Plan is the product of discussions with 
creators, producers and other industry stakeholders, as well as an ongoing dialogue with a range 
of communities and ordinary Canadians. The broad outlines of the plan were universally well- 
received. It lays out five clearly defined strategic goals: creative leadership and programming 
excellence; wide accessibility and democratic engagement; digital transformation; an 
organizational renewal that will make NFB a model creative organization for the 21“ century; 
and stable financing, allowing the Board to fulfill its mandate. 


Organizational Risks 


Risk management is one of the areas in which the NFB is focusing its efforts. Though the 
organization already has measures in place to minimize risks in the area of programming 
decisions, it was committed to developing a corporate framework for risk management. While 
developing its first corporate risk profile, the Board identified the following key external risks: 
the transition to digital technology, the erosion of financial resources of the NFB, the potential 
loss of national and international distribution revenues due to the impact of new distribution 
platforms on traditional markets, access to its collection through new media platforms and 
maintaining copyright protection. Internal risks that could affect the NFB’s operations include 
the need to hire and develop staff familiar with new production and distribution technologies as 
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well as retaining staff and their expertise; a much-needed reorganization of the Board to address 
technological changes; and outdated operational systems. The Board has completed the process 
of gathering data on risk with regards to its operational units. The next step will be to develop a 
detailed and integrated risk management plan. 


After several years of budgetary reductions — the NFB must generate greater revenue in order to 
maintain its film-related activities. Government appropriations to the NFB have been 
consistently reduced, declining 41% in indexed dollars since 1996. The NFB has had to 
simultaneously absorb the consequences of a non-indexed budget as well as ongoing reductions 
resulting from procurement reforms and program reviews. 


External Business Environment 


Government Expectations 


The NFB is a cultural agency by virtue of Schedule I, Part I of the Financial Administration Act. 
It is wholly the property of the Government of Canada and reports to Parliament through the 
Minister of Canadian Heritage. The NFB is funded primarily through Parliamentary 
appropriations, revenue from the sale of films and other products, and royalties. 


In 2007-2008, the NFB took part in an evaluation of its management accountability framework. 
Following the recommendations of Treasury Board on best practices in public management, the 
NFB undertook to improve its management practices, paying particular attention to evaluation, 
risk management, information management, internal auditing, security and continuity, and 
services directed to citizens.' 


In order to effectively serve and provide value to Canadians, the NFB must maintain a large 
distribution network, be part of Canadians’ viewing habits and ensure that all regions of the 
country — even those far from major population centres — have access to the rich heritage that is 
the NFB collection. 


Profile of Canada’s Film and Television Production Industry 


Canada’s film and television production industry faced a number of challenges in 2007, 
including the dramatic increase in the value of the Canadian dollar, uncertainty about funding for 
the Canadian Television Fund (CTF) and broadcast media concentration. New platforms 
continued to erode the foundations of the traditional distribution, without being sufficiently 
established to compensate for losses caused in traditional markets. Documentaries and animation 
films were particularly hit by the decline of national and international markets. 


' National Film Board’s Management Accountability Framework evaluation report 


14 


In 2006-2007, the Canadian industry as a whole did reasonably well, with an overall increase in 
production volume of 3%, largely attributed to strong growth in Canadian television production 
and broadcaster in-house production. In the same period, theatrical production volume dropped 
14% compared to the previous year, totalling 282 million dollars. Decreased production volume 
led to a 15% drop in employment nationally in the sector.’ 


Documentary Genre 


Canada enjoys a long tradition of excellence in the production of socially relevant 
documentaries. Many Canadian productions made their mark nationally and internationally, 
including the NFB’s Le Peuple invisible and Up the Yangtze. Canadian English-language 
documentaries received 14% of total production funds, but made up 46% of all productions. 
French-language documentaries received 16% of total production funding but accounted for 35% 
of all films produced. Total Canadian documentary production has shown strong growth over the 
last eleven years, with budgets tripling from $105 million in 1996-1997 to $312 million in 2005- 
2006, and projects doubling from 214 to 482. ° It is important to note that more than 60% of total 
documentary budgets are spent on series or mini-series and the number of individual productions 
and auteur documentaries is declining, as broadcasters dedicate more and more resources to 
series and reality programming. 


Many feature-length documentaries are best seen in theatres. However, in most cases Canadian 
documentary producers do not have access to theatrical distribution and must rely instead on 
television broadcasters to finance and broadcast their works. The decline of traditional 
distribution markets for this genre present the NFB and the Canadian documentary industry with 
yet another challenge. The NFB must explore new access points such as educational networks, 
e-cinema, the internet, etc. in order to reach its target audience. 


In this context, the NFB plays a unique and essential role in the distribution of documentaries it 
has produced, co-produced or acquired from private producers. The NFB offers the industry its 
unparalleled know-how, coupling creativity with technological innovation, while constantly 
seeking to develop new partnerships with private-sector distributors. The Board has made point- 
of-view documentaries one of its operational priorities because Canadians want to see films that 
help them understand the issues that affect them. NFB documentaries play a crucial role in 
engaging Canadians in thought and debate, along with stakeholders in the political, economic 
and social sectors. 


: Nordicity Group Ltd., Profile 2008: An Economic Report on the Canadian Film and Television Production 
Industry, Ottawa, February 2008 


3 Kirwan Cox, Trends in Certified Canadian documentaries and animation- Interim Report prepared for the National 
Film Board of Canada, Rigaud, June 2008 
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Digital Transition 


Around the world, new digital production technologies are well on their way to becoming the 
new production standard. Even projects shot on film use digital post-production. Broadcasters 
the world over are gradually eliminating analogue transmission. In Canada, the CRTC has set 
August 31, 2011 as the change-over date by which all holders of a television broadcast licence 
must transmit digital signals exclusively. In the United States — the NFB’s second most 
important market after Canada — analogue transmission will cease by February 17, 2009. 
Analogue service began to disappear in 2008 in the UK — another major market for the NFB — 
and will cease by 2012. In order to be ready for digital broadcasting, the NFB must immediately 
ensure the digital production of all its documentaries and animation films. Without a digital 
production capacity for multiple platforms, the NFB’s distribution activities could be 
compromised in the key television, institutional, theatrical and home consumer markets, both in 
Canada and other countries, particularly the United States and Europe. If that were the case, one 
could anticipate a resulting decline in sales translating into a decrease in revenues of at least four 
million dollars over the next three years. 


New Distribution Platforms 


Digitization is making it possible for Canadians to watch films and television shows on the 
platform of their choice — using DVDs, digital music players, mobile video players, webcasts and 
other means — regardless of where they are. Yet even as the digital revolution provides a wealth 
of extraordinary opportunities for producers and distributors, it also brings enormous challenges. 
The NFB has been preparing for this revolution in the industry for a number of years, creating 
partnerships and conducting research on image quality, innovative transfer methods, accessibility 
and broadcasting. The NFB is a worldwide leader in productions for cell phones and interactive 
feature films, the development of e-cinema community networks and is recognised for its 
expertise in stereoscopic film technology. 
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National Film Board Priority Results 


1. Maintain overall programming slate of distinctive, challenging and relevant audiovisual 
works with a special emphasis on strengthening feature documentary production and 
developing a consistent approach to making short films. 


Since its creation in 1939, as Canada’s public producer and distributor, the NFB has developed 
an internationally recognized expertise in documentaries, animation films and alternative feature 
drama, making Canada a leader in these areas and sharing Canadian points of view and 
perspectives with the world. Its original, innovative and creative audiovisual works are an 
important part of Canada’s national heritage, offering a remarkable window onto the diversity 
and vitality of our culture. NFB productions invite citizens to actively participate in Canadian 
society, promoting reflection, dialogue, civic action and a better understanding of the lives of 
their fellow Canadians. 


During the 2007-2008 fiscal year, the NFB offered a wealth of productions touching on the 
interests and concerns of Canadians from the diverse communities that make up our national 
fabric. Since its creation, the NFB has been a pioneer in the production of feature-length 
documentaries and continues to play a key role in the development of this genre. By offering 
much-needed financing and content development assistance in the feature-length documentary 
sector — support not offered anywhere else — the NFB ensures stable and sustained Canadian 
production, which is key to success in this field. 


2. Strengthen the NFB's ability to identify and to work with leading talent, championing 
emerging filmmakers and members from diverse communities (Aboriginal, linguistic and 
ethnocultural), and encouraging regional diversity. 


The NFB is committed to encouraging the talents of emerging filmmakers from all regions of the 
country, reflecting Canada’s cultural diversity and giving diverse Canadian communities the 
means to communicate their values and tell their stories. The NFB draws on its unique 
production experience, the skills of its professionals, the availability of the latest equipment, its 
ability to attract talented filmmakers and partners throughout the country — with programs 
designed to serve the needs of specific groups and contribute to a diverse society that promotes 
linguistic duality, the participation of Aboriginal communities and social inclusion. NFB’s work 
with emerging filmmakers has attracted attention and praise internationally, with countries like 
Brazil sending some of their brightest talents to participate in NFB emerging filmmaker 
programs. 


This year, the NFB offered around 15 training programs for emerging filmmakers, allowing them 
to create their first professional works. In addition to these programs, the NFB offered master 
classes in many cities across the country as well as other programs and competitions specifically 
aimed at Aboriginal, ethnocultural and official-language minority communities. While most of 
these were returning programs, 2007-2008 also saw the introduction of new opportunities such as 
the Présente-moi tes grands-parents competition, inviting young amateur francophone 
filmmakers across the country to create and post mobile short films online. 
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3. Encourage partnerships through co-productions and maintain the development of 
international co-productions. 


The NFB continues to be an essential partner in the development and expansion of the Canadian 
film industry. As a national co-producer, the NFB offers its co-production partners the 
opportunity to take the kinds of commercial and artistic risks they would not be able to pursue on 
their own. Because of its credibility, the NFB’s presence also facilitates the participation of 
broadcasters as well as national and international partners. The NFB puts a number of different 
resources at their disposal, depending on the requirements of each particular project. The 
development of international partnerships is also important, as a strong international presence 
translates into greater visibility for Canadian producers, both at home and internationally. The 
NFB’s participation ensures the promotion of values important to Canadians throughout the 
world. 


Last year, the NFB continued to pursue efforts to strengthen existing relationships and to forge 
new international links. Among these efforts was the 3rd Canada-Brazil Co-Production Forum, 
offering an opportunity to create solid partnerships within an increasingly globalized audiovisual 
industry. The Canada-Brazil cooperation accord continued to promote exchanges between artists 
and artisans in both countries as well as the transfer of Canadian expertise. Over the past year, 
the NFB and its Brazilian partners have initiated discussions about extending and improving the 
cooperation agreement between the two countries. Development continues on projects initiated 
last year as a result of meetings organized by the NFB between producers in both countries. In 
May 2007, the NFB signed a new cultural cooperation agreement with Haiti, a-country which is 
one of the Government of Canada’s foreign policy priorities. This agreement includes a donation 
of 212 of the greatest titles in the NFB collection to the Government of Haiti, for broadcast on 
public and private television networks and for distribution through education networks. 


4. Strengthen innovation in content, form and technology. 


As a centre of creativity in the production of original and innovative media content, the NFB is 
profoundly affected by technological and cultural changes throughout the film industry. Since its 
inception, however, it has been part of the NFB’s mandate to experiment with and explore new 
frontiers. It has the ability to assist an industry that is vulnerable in the face of artistic, financial 
and technological challenges, thereby contributing to an innovative, knowledge-based economy. 


The NFB continues to be at the leading edge of creative innovation — in the creation of 
stereoscopic content or North America’s first interactive film. The NFB has been honoured at 
home and abroad for innovation across a range of fields, including online productions, social 
relevance works and the management of Canada’s audiovisual heritage. 


5. Contribute to the overall competitiveness and productivity of the Canadian film 
industry. 


Productivity is inherently linked to the country’s knowledge economy. In 2007-2008, the NFB 
contributed to the overall competitiveness of the Canadian film industry by offering development 
and training programs to emerging filmmakers and industry artisans. The NFB worked with 
young filmmakers, teaching them to use new digital means of expression. These initiatives 
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increased skill levels for first-time filmmakers, led to the discovery of new talent, contributed to 
Canadian film and television production and encouraged experimentation and innovation in 
digital production. By helping tomorrow’s filmmakers acquire the skills needed to work in 
digital cinema, the NFB contributes to keeping Canada’s workforce competitive on a global 
scale. 


As a partner in the Canadian audiovisual and broadcasting system, the NFB creates professional 
quality digital media content in English and French for new platforms. The NFB is a pioneer in 
storytelling techniques as well as the marriage of content, technology and form, to the benefit of 
Canada’s private sector. 


6. Strengthen NFB distribution networks and optimize NFB revenues. 


Accessibility of NFB works, for Canadians everywhere, is a Film Board priority. In 2007-2008, 
the NFB reached an estimated Canadian audience of 26 million. The NFB relies increasingly on 
new technologies to ensure access to its productions, including remote regions where these 
works would otherwise be unavailable. These new distribution channels complement its vast 
national distribution network, which brings together partners in the public sector (public and 
school libraries), private sector (distribution companies, catalogue houses, theatre chains and 
video clubs), and local associations (cultural groups and NGOs). NFB productions are regularly 
broadcast on conventional and specialized TV networks, while the modern mediatheques in 
Montreal and Toronto provide access to thousands of titles from its collection. Canadians can 
also obtain NFB works seven days a week online or by phone. 


In 2007-2008, NFB sales surpassed 6.8 million dollars, up slightly from the previous year despite 
the leap in the Canadian dollar, which pushed results down, especially in the U.S. and Latin 
American markets. The Canadian institutional and education markets alone represented 1.8 
million dollars over the last 12 months. Distribution activities have also generated over $802,000 
for its Canadian private sector partners. Attuned to changing trends, the NFB is constantly 
analyzing markets, in Canada and abroad, to better understand the needs of its clients and 
maximize business opportunities. 


7. Enhance the conservation of the NFB collection in new, emerging digital formats and 
increase its equitable access across Canada. 


The NFB’s rich collection features more than 13,000 titles and is one of Canada’s great cultural 
treasures, one that the Board is committed to preserving and sharing with all Canadians. The 
NFB’s employs new technologies in its digital vault to preserve this priceless audiovisual 
heritage for future generations and increase revenues from new sources. As the conservation of 
the NFB’s collection is part of the mandate as set forth in the National Film Act, the organization 
must carefully choose the best available digital methods in order to preserve this world-class 
heritage. Moreover, as a result of its unique needs and responsibilities as a national public 
producer, distributor and curator, the NFB must take the lead in developing new and specialized 
methods and procedures. The organization’s work in this area has attracted the interest of other 
international organizations, most notably Brazil, which has sent technicians to study the NFB’s 
digital conservation methods. To harmonize the activities of the various private and public 
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organizations involved in new media and digitization, a national strategy from the federal 
government would help to ensure that Canada remains a leader in this field. 


In 2007-2008, the NFB continued to develop its corporate streaming project, which aims to make 
the Board’s collection more accessible to Canadians through the development and fine-tuning of 
a user-friendly and robust on-line screening system. The experience gained in this project will 
also be applied to other digital and Web-based activities, thus increasing online revenue and 
reaching distant communities more effectively. 


8. Maintain, promote and enhance R&D initiatives to reposition the NFB as a leader in the 
Canadian film industry, along with its partners. 


Although the NFB’s budget for undertaking major R&D projects is limited and well below those 
of similar international organizations, it is home to a cutting-edge conservation laboratory, post- 
production and research and development services recognized for their ability to innovate and 
provide tomorrow’s solutions to private-sector partners. 


In 2007-2008, the NFB became one of the first filmmaking organizations to offer a digital film 
library using e-cinema technology. This bold and ambitious project was brilliantly accomplished, 
giving access to a High-Definition theatrical experience with 5.1 surround sound outside of 
major urban centres. 


9. Enhance accountability, business practices and information systems. 


As a federal cultural agency, the NFB supports the Government of Canada’s objective that public 
organizations utilize efficient and accountable management systems. Sound stewardship 
safeguards the public trust by ensuring that the government's work is done according to high 
standards of accountability, transparency, prudence, integrity, consistency and fairness. During 
the 2007-2008 fiscal year, the NFB made ongoing investments in the improvement of its 
management and information systems. 


10. Strengthen accountability, risk management, resource management and governance. 


In order to continuously improve the NFB’s overall performance —in areas such as risk 
management, governance, service to Canadians and accountability — the NFB has ensured that 
the ten statements contained in the Management Accountability Framework serve as the basis for 
the organization’s efforts. The Board put in place a variety of measures designed to implement 
the Treasury Board’s recommendations for the accountability framework. During the period 
covered by this 2007-2008 report, the NFB undertook the development of a corporate risk 
profile. This process will establish a baseline assessment, and will also serve as a management 
tool allowing the organization to evaluate risk annually and prepare risk reduction strategies. The » 
NFB also developed a new management report aimed at ensuring consistency in financial 
information across all of its sectors. 
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SECTION IT —- ANALYSIS OF PROGRAM ACTIVITIES BY 
STRATEGIC OUTCOME 
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Strategic Outcome 


The NFB's strategic outcome is to produce and make available relevant, ambitious and 
innovative audiovisual works that give Canadians a deeper understanding of Canada and the 
world. The NFB is a unique centre for creative excellence that promotes and values participation 
from the many communities that make up Canada’s social fabric. Through the transformative 
power of its films, the Film Board offers Canadian creators the opportunity to participate in a 
rich film experience while providing all Canadians with unique points of view that help to foster 
a national dialogue. 


Program Activity 1: Production of Audiovisual Works 

The National Film Board produces socially and culturally relevant audiovisual works touching 
on issues of concern for Canadians. Production activity includes the conceptualization, research, 
development, production and marketing of documentaries, animation films, new media content 


and other emerging audiovisual forms. 


Financial resources in thousands of dollars 


Total Authorities Actual Spending 
47,467 51,738 


Human Resources 


is Planned Authority Actual 
E 275 275 | 207 


Expected Outcome 


85% of programming involving social issues. 


This year, the NFB exceeded its target, with more than 85% of its 155 productions and co- 
productions exploring major contemporary national and international issues. By encouraging 
debate and fuelling discussions, these works encourage citizens to take a more active role in their 
communities and contribute to making Canada an inclusive society. Notable issues of general 
interest dealt with in NFB productions include Aboriginal culture, environmental challenges, a 
francophone community’s fight to save its local hospital, and the personal journey of a Canadian 
humanitarian — to cite but a few examples. 


In addition, thanks to its expertise and extensive network in the educational market, the NFB is * 
adept at reaching young people in the media of their choice. In the past year, NFB productions 
touched on a number of issues concerning school-age youth, including the hyper-sexualisation of 
young girls, violence in sports, multiculturalism and more. 


Z2 


Expected Outcome 
Programming with a focus on point-of-view documentaries, animation, alternative fiction and new media. 


The NFB has always contributed to creating an environment in which a variety of film genres 
and formats can thrive. These films provide Canadians with the opportunity to increase their 
range of cultural experiences. Some of Canada’s greatest filmmakers have worked at the NFB, 
producing films that have shaped Canadian history and culture. 


The NFB allows the Brittains, Braults and Jutras of tomorrow to fully develop their talents in an 
organization recognized internationally for its creative innovation. Today, well-known 
filmmakers such as Richard Desjardins, Torill Kove and Alanis Obomsawin work alongside 
newcomers such as Evelyne and Vince Papatie, Isabelle Lavigne and Stéphane Thibault. In 
2007-2008, 155 films delivered insights into such themes as the consequences of war, the 
hospitalization of a close relative and cultural diversity to Canadians, including youth. The 110 
point-of-view documentaries and 32 animation films produced by the NFB made a significant 
contribution to spreading Canadian values, by helping Canadians understand the country’s social 
and cultural realities. While fiction is a genre whose primary function is to entertain, the 13 films 
produced, including alternative fiction — a genre pioneered by the NFB in the 1980s — offer 
transformative messages and allow the NFB to reach a broader audience. Finally, the NFB 
produced 17 works in the new media category, garnering international accolades for its 
leadership in this genre. 


Expected Outcome 


Short film policy framework developed. 


At a time when short films are gaining popularity thanks to new technologies, the NFB continues 
its role as a leader in short-form documentary, animation and alternative fiction, encouraging 
innovation across all formats and platforms. These new avenues are being explored as part of the 
NFB’s mission of supporting emerging filmmakers, an essential aspect of the NFB’s role in the 
film industry. 


While the NFB did not develop an official short film policy — as forecast in the 2007-2008 
Report on Planning and Priorities — due to a lack of human resources, the Board considered new 
directions for short films for the future. In addition, the NFB held a number of competitions to 
encourage the production of shorts, including its partnership with the Short Film Corner/Marché 
du Film of the Cannes Film Festival. The NFB makes a major contribution to short film 
production in Canada, as demonstrated by the 107 films produced by the NFB last year — films 
like Madame Tutli-Putli, an animated short that has garnered awards at major international 
events. Finally, the NFB’s Web site continues to be the destination of choice for-all short film 
fans. 
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Expected Outcome 
Access to NFB films across Canada. 


As a public distributor, the NFB’s main objective is to make its new and archival works as 
accessible as possible to all audiences, in the format of their choice. Improving access to NFB 
films across Canada is a key part of the Board’s support of the Government of Canada’s efforts 
to create a diverse society that promotes linguistic duality and social inclusion. Through its 
distribution and broadcast channels, the NFB reaches Canadians of all ages and all backgrounds, 
promoting participation and discussion amongst citizens. 


Television remains a primary means for reaching audiences, but new distribution platforms such 
as the Internet, e-cinema and mobile devices are becoming increasingly important, particularly 
for young audiences. Our films are also seen at cinemas, festivals and public screenings, as well 
as in homes, schools and a variety of cultural and social centres. 


In 2007-2008, the NFB attracted a viewership of 12 million to its program's 3,400 Canadian 
broadcasts. In addition, 166,433 people attended public screenings, Web users made 4,982,096 
visits to the NFB’s many Web sites, and Canadian students participated in the 7,437,888 
educational viewings. 


Expected Outcome 


Produced projects innovative in terms content, form and means of broadcast, with flexibility for 
experimentation. 


For many years, the NFB has been widely recognized for its contribution to worldwide 
innovations in content, form and technique. The NFB is committed to maintaining its reputation 
for excellence and leadership by exploring new areas such as digital production, production for 
new platforms and the use of new animation production technologies. The NFB is also 
committed to exploring the potential of innovative accessibility and distribution strategies using 
new media, including the Internet and digital distribution. 


The NFB has seen a wealth of achievements in this area over the past year. The NFB increased 
its line up of products for mobile devices such as iPods, cell phones, handheld video and other 
digital platforms. It produced stereoscopic animated films, a new art form where the NFB leads 
the way. As part of Quebec City’s 400" anniversary celebrations, the NFB also created a 
stereoscopic film about Samuel de Champlain in collaboration with the Musée de la Civilisation 
du Québec. 


The NFB’s strength rests on its capacity to combine technological innovation and creative 
leadership. This was particularly true in 2007-2008 with the launch of one of the North 
America’s first interactive feature films, Late Fragment: an outstanding example of the NFB’s 
commitment to serving as a laboratory for creative innovation in areas where commercial 
production models do not yet exist. In collaboration with the Canadian Film Centre, the NFB 
explored the potential of new cinematic forms, ensuring Canada’s leadership in this new area. On 
the animation side, the short film Madame Tutli-Putli was hailed by international critics for its 
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painstaking execution and innovative and original visual techniques, bringing a fantastical world 
to life. 


The NFB’s Filmmaker-in-Residence project is another example where the NFB broke new 
ground in form and content. Working with St. Michael’s Hospital in Toronto, the NFB placed 

. filmmaker Kat Cizek with front-line hospital workers whose jobs took them beyond the hospital 
walls into the inner city. Rather than working within a predetermined genre, such as the 
television documentary, the result was a creative process that defined the form. In this case, it 
took the form of pioneering online documentary acclaimed around the world, winning new 
media awards and nominations, including a Banff Rockie, a Webby (the Oscars of the Web 
world), the Canadian New Media Award and a John Grierson nomination for innovation at the 
Sheffield Documentary Festival. It was also featured in the Journal of the Canadian Medical 
Association as an example of how creative media can improve lives. 


Expected Outcome 


Number of national and international co-productions maintained. 


The NFB has focused, in recent years, on the development of co-productions with private and 
public producers in Canada and abroad, with the goal of creating bold and original programming 
that could not have been created without the NFB. Co-productions allow the NFB to share its 
extensive creative and technical expertise, and to help the Canadian film industry by 
participating in financing, risks and opening up new opportunities for Canadian partners. 
Collaborations such as these contribute to the overall health of the audiovisual sector. In 
addition, the NFB’s international co-productions help communicate Canadian values to countries 
around the world. 


During the last planning period, the NFB almost doubled the total number of its co-productions, 
from 52 in 2006-2007 to 100 in 2007-2008. This increase is mostly due to the greater number of 
documentaries produced in partnership with other national and international producers. 


Expected Outcome 
Number of productions by emerging filmmakers maintained. 


As a Canadian public producer and distributor, the NFB has a responsibility to discover and 
develop new filmmaking talent from all regions of the country. Over the years, the NFB has 
become an incubator for innovation and talent for young Canadian creators, who will become 
future pillars of Canada’s film industry. NFB programs contribute to a rich learning environment 
in which mentorship plays an important part, attracting interest from international partners who 
come to study these programs. The NFB seeks out and encourages emerging filmmakers, 
supporting experimentation and an enthusiasm for creativity and innovation in Canadian cinema. 
Young filmmakers who have received training from the NFB contribute to Canada’s innovation 
and knowledge economy. 


25 


For the third consecutive year, more than 93 NFB productions and co-productions were directed 
by first-time filmmakers. This is a direct result of a range of programs and initiatives the 
organization has put in place to serve emerging filmmakers, including those from diverse cultural 
backgrounds, official-language minority groups and Aboriginal communities. 
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Program Activity 2: Distribution of Audiovisual Works 


The NFB is also mandated to distribute its works as widely as possible to Canadian and foreign 
audiences. Through its vast network of distribution activities, the NFB cooperates strategically 
with public and private sectors in Canada and abroad in order to make its collection available to 
all Canadians as well as film lovers the world over. 


Financial resources in thousands of dollars 


Planned Spending Total Authorities Actual Spending 


2,398 | 2,502 | 2,492 


Human Resources 


Planned Authority Actual 


45 45 | 50 


Expected Outcome 


Optimizing revenues in order to contribute to the success of the Canadian film and television industry. 


As at March 31, 2008, total revenues slightly increased (4%) from 6,611,532 in 2006-2007 to 
6,863,942 in 2007-2008. This small increase in revenue was achieved despite a drop in television 
sales (5%), due both to the number of co-productions produced by the NFB in 2007-2008 as well 
as the transition of the marketplace towards digital platforms. National and international 
documentary markets have also been affected by audience fragmentation and consolidation. 
Other factors to take into account include the rise in the Canadian dollar, which has a negative 
impact on revenue generated in foreign currency, and a drop in stock footage sales (5%) resulting 
from a decrease in documentary production budgets. The decrease in television sales was offset 
however by increases in the consumer sales (7%), theatrical distribution revenues as well as 
revenues generated by sponsored productions and presales. 


Expected Outcome 


Acquisition of more productions that complement the NFB catalogue. 


With its acquisitions policy, the NFB seeks distribution rights for Canadian and foreign 
documentaries and animation films, both one-offs and series. By acting as a distributor for 
these films, the NFB makes its expertise in the distribution of social documentaries, 
experimental works and animation films available to private producers in Canada and abroad. 
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The number of series or one-off films acquired for distribution experienced a slight decline, 
from 24 in 2006-2007 to 22 in 2007-2008. 


Decisions to acquire productions and series are based on an evaluation of their commercial sales 
potential in television and educational markets worldwide, as well as their pertinence to the 
NFB’s collection and mandate. Works acquired last year were either animated films such as 
Paradise, socially relevant documentaries exploring health issues like Quebec Under the 
Influence, documentaries about international conflict and peace and global environmental issues, 
or educational content for young people such as the film This is My body. A Film by High School 
Girls. 
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Program Activity 3: Access and Outreach 


Access and outreach activities connect Canadians with relevant media resources that foster 
citizen engagement and lifelong learning. In this way, the NFB maximizes the use of its 
extensive NFB collection in various primary and secondary learning channels, creating new 
networks where none exist, enabling media literacy for all Canadians and encouraging Canadians 
to make full use of the NFB collection. 


Financial resources in thousands of dollars 


Planned Spending Total Authorities | Actual Spending 
13,603 13,892 | 13,974 


Human Resources 


Authority | Actual 
110 | 138 


Planned 
110 


Expected Outcome 


Improved access to the NFB collection through the NFB’s various activities and offerings, particularly 
the mediatheques and other resources. 


In order to make its works available to all Canadians in all provinces and territories, the NFB has 
established a large distribution network with links to partners in the public sector (such as public 
and school libraries), community organizations and private-sector businesses (such as 
distribution companies, catalogue houses, theatre chains and video clubs, etc.) Productions are 
regularly broadcast on traditional and specialty channels, and screened at the NFB’s modern 
mediatheques in Montreal and Toronto, providing access to thousands of titles in the NFB 
collection. 


In 2007-2008, the CineRobotheque and Mediatheque welcomed just over 205,000 visitors, a 
decrease of 5,000 compared to the previous year. Although attendance was down slightly, the 
many activities offered by the CineRobotheque and Mediatheque continue to be very popular 
with young people and school groups, especially the NFB’s animation workshops. 


Through its partnership with public libraries and its public screenings across Canada, the NFB 
reaches Canadians, fostering exchanges and encouraging debate on the issues that matter to the 
country. Over the past year, more than 166,000 people attended 3,407 screening sessions 
organized in commercial, repertory and community theatres. The 48 public library partners 
across Canada also contributed to the distribution of NFB films. 
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Expected Outcome 


Continued digitization of the NFB collection. 


The NFB intends to ensure that its collection is accessible to future generations, in the formats of 
their choice. Over the last five years, the NFB has undertaken a range of projects to digitize parts 
of its collection, with close to 36% of the collection digitized in one form or another. It is vital 
that a national strategy be developed by the federal government to ensure that all publicly 
supported Canadian works remain available to future generations of Canadians. 


The NFB continued its digitization efforts during the year, with 986 titles transferred to digital 
platforms (uncompressed digital video files), and 10 titles and 20 excerpts produced for mobile 
digital devices, as well as 415 clips produced for Web. In addition, 42 titles were made available 
through the e-cinema library, more than 675 hours of stock shots were digitized and 1,093 titles 
were made available on DVD. 


Expected Outcome 
Strong presence of NFB productions in Canada's community and educational distribution networks. 


Maintaining the NFB's presence in Canadians’ lives remains a constant challenge requiring 
renewed efforts. To rekindle and enhance our relationship with Canadians, the NFB has put in 
place projects that promote access to its collection and encourage dialogue with citizens. New 
production technologies and multimedia distribution will enable the NFB to meet this challenge. 
With the e-cinema pilot project, which brings this digital platform to the official-language 
minority Acadian population, the NFB has laid the foundation for future programs targeting 
Canada’s many diverse communities, including those in isolated regions. 


The NFB is increasingly anchored in the educational sector through its distribution and network 
development strategies, which include offering NFB works to educational publishers’ catalogues. 
Thematic and specialized workshops about animation as well as other areas of NFB expertise are 
available to students as well as the general public. Specialized workshops for educators are also 
offered, tied to professional events such as educational conferences. What’s more, the 
Educational Resources section of the NFB’s Web site offers students, teachers, parents and 
others a wealth of educational material, tools and resources, available at no charge. 


One of the NFB’s most significant and successful films in the educational market in 2007-2008 
was Sexy inc. Like the previous NFB work The Weight of the World, this film touches on themes 
of great concern to young people of school age. Aimed at parents and teachers who are dealing 
with young people, the film is a call for action against an unhealthy culture created by media and 
marketing, providing a great way to generate discussion and awareness. The bilingual DVD 
comes with a Teacher Guide, accessible online, designed by a team of professionals to foster 
discussions with young people about this topic. 
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Program Activity 4: Research and Advisory Services 


The NFB is mandated to “to engage in research in film activity and to make available the results 
thereof to persons engaged in the production of films” as well as “to advise the Governor in 
Council in connection with film activities.” Research and advisory services are understood to 
relate to the production and distribution of films and the film industry, as well as developing and 
undertaking technical projects to further the art and science of cinema. The NFB has always 
created a space for excellence and innovation, incubating new technologies and developing 
prototypes in partnership with industry as well as opening new avenues for creativity in the 
audiovisual field. 


Financial resources in thousands of dollars 


Planned Spending 


Total Authorities Actual Spending | 
3,650 3,833 7,828 | 


Human Resources 


Planned — Authority Actual 
70 | 70 98 | 


Expected Outcome 


Appreciable research and development efforts related to techniques and technology in the 
audiovisual field. 


Since its inception, the NFB has been an incubator for technological and cinematographic 
innovation, both nationally and internationally. The NFB has always been a pioneering 
organization exploring the boundaries of film, and it remains true to that tradition today. 
Although the NFB’s financial resources devoted to research and development have been steadily 
decreasing for the past few years and the percentage of its budget going towards R&D projects is 
less than similar organizations, the NFB continues to be recognized as a leader in creative 
innovation. In addition to advising government and industry through the participation of the 
Commissioner in Canadian Heritage and CRTC committees on new media, as well as private 
sector panels, the NFB also undertakes technical and developmental projects to advance film 
science and art. These activities are part of the NFB’s commitment to excellence and innovation, 
and to developing and implementing new initiatives. 
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Expected Outcome 
Maintain the NFB’s role as a benchmark in filmmaking. 


The NFB contributes to the development of new audiovisual technologies. The expertise of its 
technical staff is widely recognized and is the envy of its Canadian and international partners. 
The NFB’s excellence in this area allows the Board to assist its many partners in their research, 
in production, distribution and archival management, as well as helping emerging artists acquire 
essential experience. 


In 2007-2008, the NFB has undertaken a number of initiatives confirming its reputation as a 
hotbed of creativity in the production and distribution of original and innovative media content. 
A new digital distribution pilot project led by the NFB was launched in five Acadian 
francophone communities, giving smaller centres access to a large collection of films from the 
NFB. 


The Streaming Project which began in the last fiscal period aims to make the NFB’s rich and 
extensive collection more accessible to Canadians through the design and development of an 
easy-to-use, effective way of accessing NFB films online. This project will support other NFB 
initiatives in the digital realm, from generating revenues online to connecting more effectively 
with remote communities. 


The NFB is at the forefront of stereoscopic content creation with projects like Facing 
Champlain, a Work in 3 Dimensions, produced as part of the celebrations for Quebec City’s 
400th anniversary. The production cleverly melds drama and animation in a spectacular three- 
dimensional work. In demonstrating the impressive possibilities of stereoscopic cinema to 
professionals and public alike, the NFB has made an important contribution to advancing this 
new technology. 
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SECTION II —- SUPPLEMENTARY INFORMATION 
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Management and Administration at the NFB 


Governance and Accountability 


The National Film Board was established in 1939 through an Act of Parliament. The NFB is 
governed by the National Film Act and is subject to the Financial Administration Act, which sets 
out the administration of finances for the Government of Canada and federal agencies. The NFB 


is also governed by the Access to Information Act, Privacy Act and Official Languages Act. 


As a cultural agency of the federal government, the NFB reports to Parliament through the 
Minister of Canadian Heritage, who has vested in the NFB Board of Trustees the authority to 
approve its strategic plan and initiatives, its budgets and its audited financial statements. The 
Board of Trustees provides leadership and guidance for the organization, offers well-considered, 
detailed and timely advice, and analyzes and establishes the organization's general and strategic 
policy. The Government Film Commissioner is also the NFB's Chairperson. Six members of the 
Board, representing a cross-section of the Canadian population, bring their expertise to bear in 
assisting the Board. The Director General of Telefilm Canada is an ex-officio Board member. 


The NFB has an internal auditor who reports directly to the NFB Board of Trustees, while the 
Office of the Auditor General (OAG) acts as the NFB's external auditor. Once a year, the OAG 
examines the NFB's financial statements to ensure they are accurate and in compliance with 
authorizations. 
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Benefits to Canadians and the World 


The NFB’s activities are guided by its mandate to produce and distribute audiovisual works 
intended for Canadian audiences and foreign markets, in order to increase the knowledge and 
understanding of the social and cultural realities of Canada. Through this role, the NFB 
contributes to the dissemination of the values and points of view of Canadians living in all 
regions of the country. It is an extraordinarily creative and innovative organization, and a key 
partner in developing and promoting Canada's cultural heritage both at home and abroad. 
Whether looking at the burning issues of the day, or significant events in Canadian history, the 
NFB promotes the participation of Canadians from diverse communities that make up the 
country's social fabric. Continuing efforts to support emerging filmmakers and filmmakers from 
diverse ethnocultural, linguistic and regional communities provide rich and varied cultural 
experiences and promote intercultural understanding within our nation. 


The NFB is responsible for creating works that portray social and cultural events, creating a 
permanent legacy for Canadian and international communities. Over its 69-year history, the NFB 
has been successful in fulfilling this unique role within the Canadian government. As a public 
producer, the NFB acts as a creative laboratory working at the leading edge of content creation, 
in ways the private sector cannot, pioneering new production methods and business models, 
paving the way for the rest of the industry. 


In addition to taking non-commercial risks as only a public institution can, the NFB offers a 
point of view that complements that of the private sector. Non-market risk taking means acting in 
areas of “market failures” — such as emerging filmmaker programs, working with Aboriginal and 
culturally diverse filmmakers, offering a media voice to underrepresented communities and 
innovating in new forms of expression — where the commercial sector cannot. These markets are 
public goods that have long-term social and economic benefits for the industry, communities and 
the country. However, dealing with “market failures” does not mean bypassing the private sector. 
Often central to these activities will be partnerships with the private sector. It is just that the 
critical addition or leadership of the NFB makes possible what would have been either 
impossible or difficult to achieve otherwise. 


Over the years, the NFB has developed a variety of distribution networks, both traditional and 
virtual, offering increased accessibility to its productions and archival collection — a key part of 
Canada's national heritage — to Canadians in all provinces and territories, especially in more 
remote regions. By bringing together Canadians from all walks of life — through theatres, 
television, community centres, schools and homes — the NFB enriches Canadian society. 
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Link to the Government of Canada Outcome Areas 


As a federal agency within the Canadian Heritage portfolio, the National Film Board helps the 
Department fulfill its mandate to support cultural and community activities and to promote 
Canadian cultural and artistic expression. The NFB is a vital part of the Canadian cultural 
landscape, directly contributing to meeting the Department’s two strategic outcomes: that 
Canadians express and share their diverse cultural experiences with each other and the world, 
and that Canadians live in an inclusive society built on intercultural understanding and citizen 
participation. 


In this way, the NFB plays an active role in creating a diverse society that promotes linguistic 
duality and social inclusion, as well as promoting a vibrant Canadian culture and heritage — two 
key areas where the Board’s activities support the objectives of the Government of Canada. 


In its role as Canada’s public producer and distributor, the NFB has the mandate to create 
innovative heritage work for important national events. Although the NFB does not play the role 
of a governmental communications agency, it ensures that its activities relate to the objectives of 
the government of the day. 


Alignment with Government Priorities 


In the Speech from the Throne read in October 2007, Her Excellency, the Governor General 
Michaélle Jean, outlined the Federal government’s five main priorities. Through Canadian Heritage, 
the NFB contributes to fulfilling the following federal government priorities, through its own 
initiatives or in partnership with private industry, as well as through its original cinematic 
productions that reflect Canadians’ most significant concerns: 


1.A Proud and Sovereign Canada 
The Government is resolved to protect Canada’s sovereignty at home and to promote our 


values abroad — notably, by protecting the integrity of the North. The NFB produces 
innovative and powerful cinematographic works that bring Canadian values to the world. 
Through its documentaries and animation films, the NFB plays a central role in the 
transmission of our country’s fundamental values. In addition, the NFB produces many 
projects specifically for Aboriginal communities — in particular, youth — offering members of 
these communities the opportunity to share their cultures and perspectives with the rest of the 
country, reinforcing their sense of belonging in Canada. 


2.A Strong Federation 
The Government is committed to strengthening the Canadian federation and Canada’s 


democratic institutions — in particular, by supporting Canada’s linguistic duality and by 
introducing concrete measures to improve the lives of Canada’s Aboriginal peoples. The 
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NFB produces Canadian audiovisual content, in both official languages, on the social issues 
that concern communities throughout the country. Furthermore, a number of NFB initiatives 
promote the development of minority language communities. Furthermore, the NFB’s 
educational distribution network provides Canadian content for young people, ensuring that 
future generations are well-versed in major current events and key moments in our nation’s 
history. 


3.A Prosperous Future 
The Government has undertaken measures aimed at ensuring future prosperity through 


effective economic leadership, increased competition, improved cultural infrastructure and a 
better quality of life for all Canadians. The NFB’s research and investment into a Canadian e- 
cinema network is one example of efforts undertaken by the organization to improve cultural 
infrastructure. 


4.A Safe and Secure Canada 
The Government of Canada has committed to tackling crime and ensuring security for all 
Canadians. The NFB produces Canadian audiovisual content, in both official languages, on 
the social issues that concern communities throughout the country, including the roots of 
violence in our communities. In addition, initiatives such as Racism at Work have 
successfully encouraged participation from youth of all ages, providing them with a unique 
means of expressing themselves and sharing their perspectives. 


5.A Healthy Environment for Canadians 
The Government is committed to improving the environment and health of all Canadians. 


The NFB is no stranger to increasing awareness of environmental issues, producing many 
films on the subject over the years. In addition, the Board is actively and financially 
supporting an initiative whose goal is to produce a Green Code to promote sustainability in 
the film industry through a series of voluntary measures, guidelines, norms, principles and 
practices. The NFB has also created a green committee to raise NFB employee awareness of 
environmental issues. 
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LEGISLATION ADMINISTERED 


National Film Act, R.S., 1985, c. N-8 


(Last amendment entered into force in 2002.) 


NATIONAL FILM BOARD OFFICES 


Operational Headquarters: Montreal 


Canadian Distribution 

= CinéRobotheque — Montreal 
= Mediatheque — Toronto 

= Call Centre (1 800 267-7710) 


" Web site (www.onf-nfb.gc.ca) 


International Distribution 
» United States (New York) 


English Production Centres 
» Edmonton 


= Halifax 

= Montreal 

» Toronto 

=» Vancouver 
=» Winnipeg 


French Production Centres 
» Moncton 

= Montreal 

=" Toronto 

= Quebec City 
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DEPARTMENTAL PERFORMANCE REPORT CONTACT LIST 


Luisa Frate 
Director, Administration Branch, c.a. 
(514) 283-9050 


Lfrate@nfb.ca 


Deborah Drisdell 

Director, Strategic planning and Government Relations 
(514) 283-3242 

d.drisdell@onf.ca 
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Table 1: Comparison of Planned to Actual Spending (including FTEs) 


G thousands) 


Production 


Distribution 


Accessibility and Outreach | 


Research and Advice 


Total 


Less: Non-respendable 
revenue 


Plus: Cost of services 


received without charge 


Total Departmental 
Spending 


Full-time Equivalents 


4] 


2005-06 2006-07 | 2007-2008 
Actual = Actual | | 
‘Main Planned Total - 
Estimates Spending Authorities 
47,337) 45,847) 47,467| 47,467) ~—«51,738 
1,171] 3,134! 2,398 239815 019,502 
12,660 | 12,608 | 13,603 | 13,603 | 13,892 
3,943 | 6,847 | 3,650 3,650 | 3,833 
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65,111 68,436 BARS 67,118 71,965 
498 486, 500. 500. 500 


| Actual 


46.873. 

2,492 
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7,828 
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Table 2: Voted and Statutory Items 


($ thousands) 


Vote or 
Statutory 
Item 


Truncated Vote 
or Statutory Wording 


Revolving Funds — 
National Film Board 


2007-2008 


Main 
Estimates 


Planned 
Spending 


Total 
Authorities 


Actual 


6, ris 


67,118 


Total 


67,118 


42 


71,167 


71,167 


Table 4 : Sources of Respendable Revenue 


For supplementary information on the department's sources of respendable and non-respendable 
revenue please visit: http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 5: Revolving Funds 


For supplementary information on the department's revolving funds please visit: 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 9 : Details on Transfer Payment Programs (TPPs) 


Further information on these projects can be found at 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 16: Financial Statements of Departmental Corporations and Agents of Parliament 
The NFB prepares an annual report that is tabled in Parliament and includes financial 
statements that are available electronically by the time the DPR’s are tabled in the House of 


Commons. 


http://www.nfb.ca/annual-report-2007-2008 
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| Activité de 
programme 


2007-2008 


| 


Dépenses prévues 
(en milliers de $) 


Dépenses réelles 
(en milliers de $) 


Services de 
recherche et de 
conseil 


= Un effort appréciable de recherche et 
développement des techniques et de la 
technologie en audiovisuel 


* Maintenir l'ONF comme étant un point de 
référence en cinématographie 


Respecté 


Respecté 


3 650 


7 828 


Priorité 8 


Priorité 8 


Activité de 


Résultats prévus 


programme 


Distribution * Rejoindre l'auditoire canadien et international 
d’ceuvres 
audiovisuelles * Optimiser les revenus afin de contribuer au 
succés de l'industrie canadienne du cinéma et de 


la télévision 


* Acquérir un plus grand nombre de productions 
complémentaires au catalogue de l'ONF 


i 


Etat du 
rendement 


2007-2008 ontribue a la priorité 
Dépenses prévues | Dépenses réelles suivante 
(en milliers de $) | (en milliers de $ 


Résultats prévus 
Activité de 


* Améliorer I'acceés a la collection de I'ONF par 
l'entremise de ses différentes activités et outils, 
notamment ses médiatheques et ses autres 
ressources 


Acces aux 
oeuvres 
audiovisuelles et 
développement 
des réseaux 


= Continuer la numérisation de la collection de 
'ONF 


" Favoriser la participation citoyenne par des 
projections publiques ou d'autres moyens jugés 
appropriés 


« Améliorer la présence de l'ONF et de ses 
productions a la télévision, dans les festivals, 
dans les écoles, lors des activités de l'industrie et 
aupres du gouvernement fédéral 


= Assurer une présence soutenue des productions 
de l'ONF dans les divers réseaux 
communautaires et éducatifs du Canada 


Respecté 2398 Priorités 6 et 7 
Priorité 6 
Respecté 
Respecté Priorité 6 
if re + 
Etat du 
rendement 2007-2008 _|Contribue a la priorité 
Dépenses prévues |Dépenses réelles _|Suivante 
(en milliers de $) \((en milliers de $) 
Respecté 13 603 13 974 Priorité 7 
Respecté Priorité 7 
Respecté Beas 
oe Oct ft 
Respecté eee 
Priorité 6 et 7 
Respecté 


Priorité 6 et 7 


=a: 


1] 


Résultats par activité de programme de |’Office national du film du Canada 


Résultat stratégique 
Produire et rendre accessibles des ceuvres audiovisuelles pertinentes, ambitieuses et innovatrices qui offrent aux Canadiens et Canadiennes une meilleure 


comprehension du Canada et du monde. 


i 


continus de nouveaux talents 


Activité de Résultats prévus Etat du 2007-2008 
programme rendement |Dépenses prévues | Dépenses réelles (Contribue 4 la priorité 
(en milliers de $) (en milliers de $) suivante 
* 85% de la programmation de I'ONF touchera des | Respecté 47 467 46 873 Priorité | 
enjeux sociaux 
Priorité 1 
= La programmation se caractérisera par la Respecté 
Production production de documentaires d'opinion, de films 
aiwuvres d'animation, de films de fiction innovateurs et de 
audiovisuelles | Produits nouveaux médias 
= Niveau d'accessibilité des films de I'ONF a Respecté Priorités 1, 6 et 7 
travers le Canada 
= Les projets produits seront innovateurs par leur | Respecté “9 
contenu, leur forme et leur diffusion; ils feront Priorites | et 4 
place a l'expérimentation 
= Le maintien du nombre de coproductions Respecté a 
nationales et internationales Priorite 3 
= Le maintien du nombre de productions réalisées Respecté Priorité 2 
par la reléve 
= Le développement et le perfectionnement ‘ 
in Respecté Priorité 2 
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Performance Report 


For the period ending 
_ March 31, 2008 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part II] — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


i) 
— 


Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2008. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.gc.ca 


Catalogue No.: BT31-4/8-2008 
ISBN 978-0-660-63749-5 


Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guideQ0-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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Section I: Overview 


Chairperson’s Message 


Public safety is the National Parole Board’s (NPB) primary objective and public safety is the 
standard to which Canadians hold the Board to account. Canadians expect the Board to make 
conditional release and pardon decisions that support the safe reintegration of offenders in the 
community. This is not surprising, given the serious consequences of re-offending for victims 
and the community. For these reasons, the Board’s plans and priorities constantly focus on 
continuous improvement in all aspects of program delivery, particularly measures that strengthen 
its capacity for quality conditional release and pardon decision-making. 


Continuous improvement is critical because the Board’s decision-making has become even more 
complex, more challenging in recent years, as we have had to deal with heavy workload 
demands and a more difficult offender population characterized by longer criminal histories, 


greater prevalence of violence, more frequent gang affiliations, more serious mental health issues 
and more serious substance abuse problems. 


Information in our Departmental Performance Report (DPR) for 2007-08 demonstrates that we 
have made solid progress in addressing our plans for improvement. Performance data indicate 
that 95% of all releases on parole do not result in a new offence and 99% do not result in a new 
violent offence. In fact, over the last ten years, convictions for violent offences by parolees have 
declined by 65%. In the same manner, 96% of all pardons awarded remain in force, 
demonstrating that the vast majority of pardon applicants remain crime free in the community. 


The Board’s pursuit of continuous improvement extends beyond its decision-making 
responsibilities to include measures to address the information needs of victims of crime. In this 
area in 2007-2008, the Board developed posters and brochures for victims and distributed these 
materials to victim service providers across the country; created a module on its website that 
gives victims a virtual tour of an NPB hearing; provided simultaneous translation for victims at 
hearings; and created a foundation for the use of video-conferencing technology to provide 
victims with access to our hearings. 


At the most basic level, quality program delivery is dependent upon on quality people — quality 
Board members as decision-makers and quality staff members to support Board members in their 
decision-making responsibilities. The DPR for 2007-08 highlights the progress that the Board 
made in effective human resource planning to attract and retain quality employees. 


Public safety is our primary objective. Contributing effectively to public safety is no easy task, 
given the significant challenges that we face in meeting our responsibilities each day. I am 
confident, however, that the Board is positioned to meet these challenges and to introduce 
improvements that will continue to result in the safe reintegration of offenders in the community. 


: eto 
Mario Dion 
Chairperson, National Parole Board 
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1. Management Representation Statement 


I submit, for tabling in Parliament, the 2007-08 Departmental Performance Report (DPR) for the 
National Parole Board (NPB). This document has been prepared based on the reporting 
principles contained in the Guide for the Preparation of Part III of the 2007-2008 Estimates: 
Reports on Plans and Priorities and Departmental Performance Reports: 


¢ It adheres to the specific reporting requirements outlined in Treasury Board 
Secretariat guidance; 

e tis based on the NPB’s Strategic Outcomes and Program Activity Architecture 
that were approved by Treasury Board; 

¢ It presents consistent, comprehensive, balanced and reliable information; 

¢ It provides a basis of accountability for the results achieved with the 
resources entrusted to NPB; and 

¢ It reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 


ann evo iony 


Mario Dion 
Chairperson, National Parole Board 
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2. Reason for Existence 


The National Parole Board is an independent administrative tribunal responsible for making 
decisions about the timing and conditions of release of offenders to the community on various 
forms of conditional release. The Board also makes pardon decisions, and recommendations 
respecting clemency through the Royal Prerogative of Mercy (RPM). 


Legislation governing the Board includes the Corrections and Conditional Release Act (CCRA), 
the Criminal Records Act (CRA), and the Criminal Code. The CCRA empowers the Board to 
make conditional release decisions for federal offenders and offenders in provinces and 
territories without parole boards. In addition, the Board has extensive legislated responsibilities 
related to openness and accountability, including information for victims of crime, observers at 
hearings, access to NPB’s registry of decisions, public information and investigation of tragic 
incidents in the community. The CRA authorizes the Board to grant or revoke pardons for 
convictions under federal acts or regulations. The Governor General or the Governor in Council 
approves the use of the RPM for those convicted for a federal offence, following investigations 
by the Board, and recommendations from the Minister of Public Safety. 


Mission and Values 


The National Parole Board, as part of the criminal justice system, makes independent, quality 
conditional release and pardon decisions and clemency recommendations. The Board 
contributes to the protection of society by facilitating, as appropriate, the timely integration of 
offenders as law-abiding citizens. 


The Mission establishes four core values: 
e dedication to the attainment of a just, peaceful and safe society; 
e respect for the dignity of individuals and the rights of all members of society; 
¢ commitment to openness, integrity and accountability; and 


e belief that qualified and motivated individuals are essential to achieving the Mission. 


Total Financial Resources 2007-08 ($000) 


rf Planned | Authorities | Actual 


| §$ 45,346 | $ 46,278 ere 


Total Human Resources 2007-08 (FTE) 


Planned | Actual Difference 


478 | 426 52% 


* The difference is explained, in part, by the transfer of resources to the Correctional Service of 
Canada (23 FTE) for the provision of information technology services. 
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3. Overview of Priorities 


E Priority Type Performance Status 
A 


. Effective management of legislated Ongoing Successfully met. 
responsibilities related to quality conditional 
release decision-making. 


B. Strategic planning to prepare NPB for Previously Successfully met. 
response to government announcements to Committed 
introduce amendments to the Corrections and 
Conditional Release Act. 


C. Implementation of plans to enable NPB to New Successfully met. 
assume parole decision-making 
responsibilities for provincial offenders in 
British Columbia. 


D. Improved information management in Previously Successfully met. 
support of NPB’s conditional release Committed 
responsibilities through development and 
implementation of an automated conditional 
release system. 


E. Effective management of legislated Ongoing Successfully met. 
responsibilities related to open and 
accountable conditional release processes. 


F. Introduction of measures to provide New Successfully met. 
victims with a more effective voice in 
conditional release processes. 


G. Effective management of legislated | Ongoing Successfully met. 


responsibilities related to the processing of 
pardon applications. 


H. Implementation of a new information New Successfully met. 
systems and technology partnership in which 
the Correctional Service of Canada (CSC) 
provides NPB’s information technology 


services. 
I. Integrated human resource and business Previously Successfully met. 
planning to sustain effective program delivery Committed 


significant numbers of senior staff. 


E the midst of anticipated retirement of 
Sen We 
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4. Performance Summary 


Results and Resources Structure 


Spending 2007-08 ($000) 


: 


Strategic Outcome: Quality conditional release | Planned $ 34,485 
decisions which contribute to public protection 
through the safe reintegration of offenders in the eee ee 
community Variance 155 
Program Activity: Quality Conditional Release | FTE used 326 
Decisions (For details see pages 10 to 15.) 
Supporting Priorities Results 
A. Effective management of legislated | Completion of 17,581 conditional release 
responsibilities related to conditional release | reviews (federal and provincial offenders), as 


decision-making. Key indicators include: 


> outcomes of release on parole; 


>  numbers/rates of convictions for violent 
offences for offenders on parole; 


>  post-warrant expiry re-offending and 


return to a federal penitentiary. 


Performance Status: Successfully Met 


required by the CCRA. 


> 95% of parole releases — no new offence. 
99% - no new violent offence; 


> Annual convictions for violent offences by 
parolees down 65% since 1996/97; 


> 9 in 10 offenders who reach warrant expiry 
on full parole do not return to a federal 
penitentiary. 


B. Strategic planning to prepare NPB for response 
to government announcements to introduce 
amendments to the CCRA. 


Performance Status: Successfully Met 


NPB continued to assess proposals for reform of 
the CCRA and sentencing practices, including 
potential impacts on workloads and costs. 


C. Implementation of plans to enable NPB to 
assume parole decision-making responsibilities for 
provincial offenders in British Columbia. 


Performance Status: Successfully Met 


D. Improved information management in support of 
NPB’s conditional release responsibilities thorough 
development and implementation of an automated 
conditional release system (CRS). 


Performance Status: Successfully Met 


— 


In 2007-08, NPB completed 449 conditional 
release reviews for provincial offenders and 
managed related workloads such as contacts 
with victims and observers at hearings. 


Consistent with the project plan and timetable, 
NPB collected information on user needs for 
system components and developed plans for 
acceptance testing for various modules. 
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Results and Resources Structure Spending 2007-08 ($000) 


Strategic Outcome: Open and accountable Planned $ 8,917 
conditional release processes that ensure active 

involvement and engagement of victims and the ae 8,208 
public before and after conditional release Variance $ 2,709 


decisions are made. 


FTE used 66 | 


Program Activity: Conditional Release Openness 
and Accountability (For details see pages15 to 18.) 


Results 


NPB had 20,457 contacts with victims, 1,974 
observers at hearings, and distributed 6,098 
decisions from the decision registry. Feedback 
from victims indicates that 90% are satisfied 
with the quality and timeliness of information 
and assistance provided by NPB. 


Supporting Priorities 


E. Effective management of legislative 
responsibilities, related to open and accountable 
conditional release processes. Key indicators 
include: the timeliness and quality of information 
and assistance provided and client satisfaction as 
measured by surveys of clients and stakeholders. 


Performance status: Successfully met 


NPB enhanced victims’ access to the conditional 
release process by: distributing posters about 
victims’ rights and the CCRA; developing a 
virtual tour of an NPB hearing for NPB’s 
website; improving voice amplification 
equipment at hearings; providing simultaneous 
translation for victims at hearings; increasing 
outreach to victims, particularly in Aboriginal 
and northern communities; and implementing a 


training plan for staff involved with victims. 
Results and Resources Structure Spending 2007-08 ($000) 


Strategic Outcome: Quality pardon decisions eo! Planned Spending $ 1,945 


clemency recommendations which contribute to 


F. Introduction of measures to provide victims with 
a more effective voice in conditional release 
processes. 


Performance status: Successfully met 


public protection and support the process of ACLUAE SD SEINE — 
rehabilitation. Variance $ (947) 


Program Activity: Pardon Decisions, Clemency | FTE used 34 


Recommendations (For details see pages 19 to 21 ) 


Supporting Priorities Results 


G. Effective management of _ legislated 25,021 pardon applications processed. 
responsibilities related to the processing of pardon Average process time 10 months. 

applications. Key indicators include the average we 
time required to process pardon applications and the | * 96% of all pardons awarded remain in 


numbers and rates of pardons revoked annually. force. 


Performance status: Successfully met 


A | 
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Results and Resources Structure Spending 2007-08 


The following priorities support all three of NPB’s | For priority H, NPB transferred $2.9 million 

strategic outcomes and program activities annually to CSC for services to be provided. 
Costs for priority I have been included in 
spending for other priorities. 


Supporting Priorities Results 


— 


H. Implementation of a new _ information | Governance structure created. Resource transfer 
technology partnership in which the Correctional | to CSC completed. NPB integrated in CSC 
Service of Canada provides NPB’s information | planning and service delivery processes. CSC 
technology services. provided good quality services for NPB. 


Performance Status — Successfully Met 


I. Integrated human resource and business planning | NPB continued to integrate business and human 
to sustain effective program delivery in the midst of | resource planning. Succession planning was 
anticipated retirement of significant numbers of | addressed as a priority and knowledge transfer 
senior staff. strategies were applied to facilitate transition to 
a new management cadre. The Board also 
implemented a contingency plan to address 
Board member shortages and heavy workloads. 


Performance Status — Successfully Met 


Set eaiers 


5. Overall Description of NPB Performance 


Information on performance demonstrates that the National Parole Board achieved the priorities 
and commitments identified in its Plans and Priorities for 2007-08. Data in the report illustrate 
that parole continues to contribute to public safety. More than 95% of all parole releases do not 
result in a new offence, and 99% do not result in a new violent offence. In fact, the annual 
number of convictions for violent offences by parolees is 65% lower than a decade ago. 
Information on re-offending after completion of sentence illustrates that 9 in 10 offenders who 
reach the end of their sentence on full parole do not return to a federal penitentiary. (Rates of re- - 
offending for these offenders would be higher if provincial sentences were also considered, but 
NPB does not have the capacity to track provincial re-offending after warrant expiry). 


The Board also made progress on three important initiatives related to quality conditional release 
decision-making. Throughout 2007-08, the NPB participated in consultations on proposals for 
reform of sentencing, corrections and conditional release. Key areas included mandatory 
minimum sentences for various offence categories, reduced use of credit for pre-sentencing 
custody, and introduction of “earned parole”. The Board also took the action necessary to 
assume parole decision-making responsibilities for provincial offenders in the province of 
British Columbia, following the province’s decision to discontinue operation of its parole board. 
In addition, the Board continued work on the development of a new automated system for 
managing and sharing conditional release information within the Board and with CSC. Progress 
was made, as planned, in identifying user needs for system modules dealing with file 
management, case management and victims of crime. NPB also worked with CSC to develop a 
prototype for the file management module. 
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Victims, observers at hearings and those who seek access to the Board’s registry of decisions 
continue to indicate that they are very satisfied with the timeliness and quality of information 
and assistance that NPB provides (e.g., over 90% of victims). The Board continued to make 
progress in this area in 2007-08, by, for example, increasing victims’ access to information 
through distribution of a poster and brochure to victim service providers across the country, and 
developing a module for its website that provides victims with a virtual tour of an NPB hearing. 


In the area of pardons, the Board continued to respond to sharp increases in the annual volumes 
of applications received. The Board developed a detailed business plan to eliminate a backlog of 
applications and create long-term sustainability for the pardon program. The planned called for 
the elimination of the backlog by June 30, 2008. The pardons program continued to contribute to 
public safety, as 96% of all pardons granted remained in force, demonstrating that the vast 
majority of pardon recipients remain crime free in the community. 


6. Operating Environment and Context 


NPB works in a complex environment, demanding effective support for government priorities, 
careful assessment of criminal justice issues and community concerns and constant attention to 
quality decision-making to support public safety. 


The Board delivers two legislatively based programs — conditional release and pardons and 
clemency. NPB also manages a range of internal services that provide critical support for 
program delivery. The conditional release area is, by far, the most complex and resource 
intensive, accounting for more than 90% of annual program expenditures. The high proportion of 
resources devoted to legislative responsibilities seriously constrains resource flexibility and 
challenges the Board to seek constant improvement in program delivery. 


Conditional Release 


NPB’s workloads are shaped by factors beyond its control. Legislation governing the Board 
(CCRA) is prescriptive, specifying when and how the Board conducts its business (e.g. when to 
use hearings). Workloads are driven by the actions of offenders, victims and the community. In 
_ concrete terms, this means that NPB must deal with high workload volumes, involving critical 
issues of public safety, in tight timeframes, amid intense public scrutiny. For example, over the 
past five years, NPB completed an average of 19,000 conditional release reviews per year for 
federal offenders. CSC indicates that the federal offender population is increasing. The Board’s 
workloads and resource needs are expected to increase accordingly. Parole reviews for 
provincial offenders rose from 694 in 2006-07 to 1,059, as the Board assumed responsibility for 
parole decision-making for provincial offenders in British Columbia. 


The Board must also deal with growing complexity in conditional release decision-making, as 
reflected in three important trends. The first is a more difficult offender population characterized 
by longer criminal histories, greater prevalence of violence, more gang affiliations, and more 
serious substance abuse problems. The second involves the shift toward shorter federal prison 
sentences, primarily as a result of credit given for pre-sentencing custody. A more difficult 
offender population with shorter sentences (and less time to benefit from programs/treatment) 
challenges NPB’s work to assess factors related to risk and safe reintegration in the community. 
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The third trend involves the need for effective decision processes such as elder-assisted and 
community-assisted hearings which recognize the needs of Aboriginal offenders. 


The openness and accountability provisions of the CCRA continue to present important 
challenges. Workloads in these areas have grown steadily since introduction of the CCRA in 
1992. In 2007-08, the Board had over 20,000 contacts with victims, almost 2,000 observers at 
hearings and more than 6,000 requests for decisions from the decision registry. Growth is 
expected to continue as measures such as enhanced information on the Board’s website and 
increased community outreach make victims of crime more aware of their ability to obtain 
information about the offender who harmed them and to observe NPB hearings. As with 
conditional release decision-making, quality program delivery in this area is critical, given its 
implications for public safety and public confidence. 


The government has announced extensive plans to tackle crime and strengthen community 
safety, including measures for reform of sentencing, corrections and conditional release. 
Effective support for these measures continues to be a focal point for the Board. The Board must 
manage the workload and cost implications of government proposals to introduce mandatory 
minimum penalties for gun crimes (Bill C-2), and for drug offences (National Anti-Drug 
Strategy). Introduction of these penalties will lengthen periods of incarceration and therefore 
increase NPB workloads and costs for conditional release reviews, contacts with victims of 
crime, etc. Mandatory minimum sentences will, in fact, result in the need for NPB to absorb 
almost 

$1 million in annual cost increases. 


Pardons 


Workload growth has created a serious situation for the pardon program. Historically, the Board 
received 15,000 to 20,000 pardon applications annually. In the past three years, however, 
application volumes rose sharply, reaching 30,398 in 2007-08. The projected volume of 
applications for 2008-09 is 37,000. Factors contributing to growth in annual volumes of pardon 
applications include: 


greater scrutiny by government, private and voluntary sectors of potential employees; 
perceptions by Canadians of the increased value of a pardon for employment, and travel; 
active advertising campaigns by private sector organizations involved in pardons; and 
the increasing number of people eligible to apply for a pardon - the current estimate is 1.5 
million people which grows by 60,000 annually. 


Growth in applications resulted in a backlog of pardon applications. The Board worked to clear 
this backlog and put in place measures to create long-term sustainability for the pardon program. 
These measures are critical, given the expectation that pardon applications will continue to grow, 
and possibly reach 50,000 in coming years. 


Human Resource Management 


The Board’s human resource challenge has two dimensions. The first involves Board members 
who are Governor-in-Council appointments. The CCRA specifies that the Board shall comprise 
no more than 45 full-time members who are usually appointed for five years. The Act also 
provides for the appointment of part-time members to help manage conditional release decision- 
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making workloads. Part-time members are usually appointed for three years. Each year, 
decision-making workloads require the use of significant numbers of part-time Board members 
(20 to 30 full-time equivalents). Maintaining sufficient numbers of experienced Board members 
is a challenge because of the specified terms of appointments (frequent turnover). The NPB must 
also deal with the reality that following an initial orientation period of five weeks, newly 
appointed Board members still require three to six months of training and mentoring before they 
can manage the full scope of their decision-making responsibilities. 


The Board faces an equally challenging situation with respect to its staff. Over the next five 
years, increasing numbers of senior and experienced staff at the Board will be able to retire with 
no penalty to their pension. Anticipated departures will erode corporate memory and diminish 
critical knowledge of the law, policy and training. For the Board, whose members are appointed 
for specified periods, staff provide the continuity of knowledge, and information essential for 
quality program delivery. For this reason, development of an effective human resource plan for 
dealing with staff turnover is essential. 


Section II: Analysis by Strategic Outcome 


Section II provides information on performance in 2007-08 based on NPB’s strategic outcomes 
and Program Activity Architecture (PAA). The strategic outcomes and PAA reflect the Board’s 
legislative responsibilities and the areas of performance in which Parliament and the public most 
frequently express interest. 


Data Sources and Reliability 


Information for this section was extracted from NPB files and reports, a survey of victims of 
crime, and two major automated systems — the Offender Management System (OMS), and the 
Pardons Application Decision System (PADS). Data from OMS and PADS, as well as data 
collection processes are subject to rigorous review, and correction where necessary. Through 
these monitoring processes, the Board strives to produce information that is timely and accurate. 


1. Quality Conditional Release Decisions 


Program Activity: Quality Conditional Release Decisions 


Program Activity Description: Case review and quality decision-making by Board members; 
staff support for decision-making; training to ensure professionalism in all aspects of decision- 
making; and policy development and advice to guide decision-making. 
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Effectiveness for this activity is assessed by monitoring the outcomes of offenders on parole. 
Outcomes of release provide a complete picture of performance. Completion of a release by an 
offender without return to an institution is an indicator of success. Revocation of release for a 
breach of the conditions is not a positive result for the offender, but from a community 
perspective it is a positive intervention to reduce risk. Releases which result in a new offence 
are a negative result. Additional information is provided on violent re-offending by parolees as 
these incidents have the most serious consequences for the community. Further, the section 
reports on post-warrant expiry re-offending to provide information on the long-term 
effectiveness of parole. 


Financial Resources 2007/08 ($000) 
Planned Spending ioe Authorities Actual Spendin 
§ 34,485 | $ 35,240 $ 34,330 
Human Resources 2007/08 (FTE) 


Planned Actual | Difference 
374 326 | 4g 


* The difference is explained, in part, by the transfer of resources to the Correctional Service of 
Canada (23 FTE) for the provision of information technology services. 


Progress Toward Commitments Made in Report on Plans and Priorities 2007/08 


to 


Program Activity Priorities/Commitments Recent Progress 
e Quality conditional release e Effective management of e 17,581 conditional release 
decisions. legislative responsibilities, reviews completed: 


related to conditional release 


iv e 16,522 for federal 
decision-making. 


offenders; 


e 1,059 for provincial 
offenders. 


e 95% of parole releases do 
not result in a new offence 
and 99% do not result in a 
new violent offence. 


¢ Strategic planning to prepare | ° The Board consulted on 


for response to government and assessed po 
announcements to introduce proposals, including: 
amendments to the CCRA and credit for pre-sentencing 


sentencing practices. custody; mandatory 
minimum penalties for 


selected offences; changes 
to dangerous offender 
legislation and earned 

. parole. 
en 
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Implementation of plans to 
enable NPB to assume parole 
decision-making 
responsibilities for provincial 
offenders in British Columbia. 


Plans implemented 
successfully. In 2007-08, 
NPB completed 449 parole 
reviews for these 
offenders. 


User needs were identified 
for system modules 
dealing with file 
management, case 
management and victims. 


Improve information 
management in support of 
conditional release 
responsibilities through 
development of an automated 
Conditional Release System. 


Performance status: 
successfully met. 


The Board uses three indicators related to the performance of parolees in the community: 


e outcomes of conditional release; 
e convictions for violent offences; and 
e post-warrant expiry recidivism. 


Information is also provided for offenders on statutory release (SR), although these offenders are 
released by law, and not at the discretion of the Board. 


Outcomes of Conditional Release 


Long-term information on outcomes for federal offenders under supervision indicates that: 
° over 78% of releases on parole (day and full) are completed successfully; 
e 14% of releases on parole are revoked for a breach of condition; 


e 8% of releases on parole end in a new offence, 1% ends in a new violent offence; 

e 58% of releases on SR are completed successfully, 28% are revoked for a breach of 
conditions, 13% end with a new offence and 3% end in a new violent offence. 

Recent information on the outcomes of release (Table 1) is consistent with long-term trends. 


Care should be taken, however, with information for 2007-08, as numbers could change as cases 
make their way through the court process. 
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Table 1 - OUTCOMES OF FEDERAL CONDITIONAL RELEASE 
: : TOTAL REVOCATION WITH TOTAL 
RELEASE SUCCESSFUL SHR a Bea OFFENCE REVOCATIONS 
TYPE/YR. COMPLETION i z : : WITH 
of Condition one Non Violent Violent OFFENCE 

Day Parole # % # % # % # # % # % 
2005-06 2483 | 81.6 | 397 13.1 2880 | 94.7 | 141] 46 OTP O77 F162 5.3 
2006-07 oh? Y paul lee a Mace ge 122 2925 | 940 | 164] 5.3 227 Ole SG 6.0 
2007-08 2511 | 83.5 | 391 13.0 2902 | 96.4 96 | 3.2 Liniliee Axis 107; 3.6 
Full Parole* 
2005-06 985 70.8 | 262 18.8 1247 | 89.6 | 128 | 9.2 iy ate 445 10.4 
2006-07 972 TOP 255 18.6 1227 | 89.6 | 133 97 9 OFA 0 142 10.4 
2007-08 990 712 9eallie2G2 19.3 1252 | 92.2 | 94 6.9 12 | 0.9 | 106 7.8 
Statutory Release 
3005-06 3244 258.5) 1652 1, 29.8 4896 | 88.3 | 519 Of Isl 1 24 91 650 iy 
2006-07 3266 | 584 | 1648 | 29.5 4914 | 87.9 | 540 9.7 | 136 | 24 | 676 12.1 
2007-08 3348 | 58.8 | 1739 | 30.6 5087 | 89.4 | 496 8.7 | 110 | 19 | 606 10.6 


* Full parole includes only those offenders serving indeterminate sentences as offenders serving indeterminate sentences can 
only successfully complete full parole by dying. 


Information on the outcomes of release for provincial offenders in the regions where NPB 
exercised parole decision-making authority for these offenders indicates that over the past ten 
years, 78% of releases were completed successfully, 3% resulted in a new offence, and 0.3% 
resulted in a new violent offence. In real numbers, 16 of 5,344 parole releases for provincial 
offenders in the last ten years, resulted 1n a new violent offence. 


Offenders with Life Sentences for Murder 


"Lifers" represent a growing segment of the federal offender population. In 2007-08 they 
represented 19% of the federally incarcerated population and 32% of day and full parolees. 
Offenders with life sentences are not entitled to statutory release. Successful completion rates 
for day parole for offenders with life sentences are higher than rates for most other groups of 
offenders, and rates of re-offending are lower. For example, over the past 10 years, 92% of day 
paroles for lifers have been successfully completed compared with 81% for offenders serving a 
determinate sentence. Table 2 provides information on outcomes for day parole by offence of 
conviction in 2006-07 and 2007-08. The group most likely to re-offend is the property offence 
group, followed by those incarcerated for a violent but non-sexual offence. 


__ TABLE 2 - OUTCOMES for FEDERAL DAY PAROLE by OFFENCE of CONVICTION (%) 
Murder Sex Offence Violent Non-Sex Drugs Property Total 
06/07 07/08 07/08 06/07 07/08 06/07 07/08 06/07 07/08 06/07 07/08 
Completions 
breach of conditions 
eg ee oc ey PTO Rumen nee Ned Bemigniodeiiie ssdhinstto | 


4.5 
Revocations with offence 
Pinin Oona Sela eam aE aIST] Seem 
eo om ledooni inane vuiinaiscooealin oom] sc0.sdw 03m 


ettet 0.6 
Violent | 04 | 0.0 | 
feat fis [oe [aa [eo | os [ow fa roo [36 
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Offenders serving life sentences for murder and released on full parole remain on parole for life. 
Long-term follow-up for this group indicates that about 9% re-offend. Since 1994-95, 1,886 
offenders with life sentences for murder have had 2,120 full parole supervision periods. By 
March 31, 2008, 65% of these supervision periods were still active. The outcomes of the 
remaining cases were as follows: 


e 13% involved the death of the offender on full parole. 
e 13% were revoked for a breach of conditions. 

e 6% were revoked for a non-violent offence. 

e 3% were revoked for a violent offence. 


Convictions for Violent Offences - Federal Offenders 


e From 1996-97 to 2006-07, the annual number of convictions for violent offences by day and 
full parolees declined by 65%. 


¢ Rates of conviction per 1,000 parolees also declined sharply (from 38 to 16 for day parole 
and from 13 to 3 for full parole). 


e Comparison of violent conviction rates and violent crime rates in Uniform Crime Reports 
shows that full parolees are no more likely than the general public to commit a violent crime. 


[ 


TABLE 3 —- CONVICTIONS FOR VIOLENT OFFENCES BY RELEASE TYPE AND THE RATES OF 
CONVICTION PER 1000 OFFENDERS UNDER SUPERVISION 
noes RATES etree RATES | STATUTOR TOTAL 
PAROLE PAROLE 
rion PER ee PER Y RELEASE CONVICTION 
(convictions 1,000 ae alg 1,000 (convictions) 

1996/97 38 55 13 160 67 

1997/98 38 30 49 12 LS 63 244 
1998/99 36 24 38 9 138 55 212 
1999/00 58 37 47 10 160 ayf 265 
2000/01 35 pI) 40 9 167 60 242 
2001/02 33 Pi) 33 8 149 52 ZU 
2002/03 28 18 Da 7 148 51 198 
2003/04 20 15 21 5 149 50 190 
2004/05 22 18 28 7 137 46 187 
2005/06 Bi 15 21 5 131 43 173 
2006/07* Dp) 16 11 3 137 43 170 
2007/08* 13 10 15 4 110 35 138 


* Figures may fluctuate during the 12 to 18 months following fiscal year end as offenders proceed through the courts. 
Post Warrant Expiry Reoffending 


Post-warrant expiry re-offending information is based on readmissions to a federal institution for 
offenders who completed their sentence on full parole or SR or were incarcerated to the end of 
their sentence. Long-term follow-up (sentences completed between 1992-93 and 1997-98) 
indicates that about 26% of these offenders have returned to a federal penitentiary. There are, 
however, differing rates of re-offending for offenders within this group: 
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e 11% who reached warrant expiry on full parole have returned to a federal institution; 
e 32% of offenders who reached warrant expiry on SR, have returned to a federal institution; 


¢ 36% of offenders who remained incarcerated to warrant expiry (e.g., detained), have returned 
to a federal institution. 


Parole is founded on the principle that gradual release, based on effective programs and 
treatment, quality risk assessment, and effective community supervision enhances community 
safety. Information on post-warrant expiry re-offending reinforces this theory, suggesting that 
the detailed process of case preparation and risk assessment used by NPB and CSC for parole 
decision-making is effective in identifying those offenders most likely to remain free from 
violent crime in the community. Post-warrant expiry re-offending, as reported, deals only with 
federal re-offending (i.e., a new sentence of two years or more). If all new offences (e.g., fines, 
sentences of less than two years) were considered, the rate of re-offending would increase. NPB 
does not have access to this information at this time. 


Lessons learned-quality conditional release decisions: In 2007-08, NPB carried-out a number 
of activities designed to support quality decision-making, including: 


* evaluation of the Board’s orientation and training program for Board members that produced 
numerous recommendations to enhance the content and delivery of training. NPB is currently 
developing an action plan to respond to these recommendations. 


* introduction, based on assessment of issues related to visible minority offenders, of a new 
policy for the Hallmarks of a Quality Hearing which allows for the use of a cultural 
interpreter should such assistance be required by Board members. 


* implementation of new policy for the use of video-conferencing technology to facilitate 
Board member involvement in hearings. 


2. Open and Accountable Conditional Release Processes 


Strategic Outcome: Open and accountable conditional release processes that ensure active 
involvement and engagement of victims and the public before and after conditional release 
decisions are made. 


Program Activity: Conditional Release Openness and Accountability. 


Program Activity Description: Information for victims of crime; assistance for observers at 
hearings and those who seek access to NPB’s decision registry; public information; and 
investigation of incidents in the community. 


This program activity is designed to ensure that the Board operates in an open and accountable 
manner, consistent with the provisions of the CCRA, and that it shares information effectively in 
support of public safety. Work in this area recognizes that NPB operates in a difficult 
environment in which timely sharing of accurate information is fundamental to effective 
partnership and public trust. Results for this area are assessed by monitoring the timeliness of 
information shared, by conducting surveys of those who receive information and assistance from 
the Board (e.g. victims), and by conducting relevant management reviews and investigations. 
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Financial Resources 2007-08 ($000) 


Authorities 


Actual Spending 


$ 6,208 


Note: Actual spending was less than planned spending primarily as a result of funding related to victims of crime 
that was placed in a frozen allotment pending changes to the CCRA. 


Human Resources 2007-08 (FTE) 


; Planned Spending 


| $ 8.917 


Planned Actual Difference 


Progress Toward Commitments Made in Report on Plans and Priorities 2007-08 


Priorities/Commitments 


e Effective management of 
legislative responsibilities 
related to open and 
accountable conditional 

release processes. 


Progress Activity Recent Progress 


e 20,457 contacts with victims, 
1,974 observers at hearings, 
distribution of 6,098 decisions 
from the decision registry. 


e Conditional Release 
Openness and Accountability 


Introduction of measures to 
provide victims with a more 

effective voice in conditional 
release processes. 


e NPB improved access to 
information about parole 
(website, posters); improved 
voice amplification equipment 
in hearings; provided 
simultaneous translation at 
hearings; enhanced outreach to 
victims, (e.g., in Aboriginal 
communities); and improved 
training for NPB staff. 


e Performance status: 
successfully met. 


The CCRA requires the Board to provide information for victims of crime, allow observers at its 
hearings and provide access to its decisions through a registry of decisions. Performance 
reporting in this area has two components dealing with outputs and outcomes: 

e the volume of NPB activity in response to demands for information/assistance (outputs); and 

e the satisfaction of those who receive information and assistance from the Board (outcomes). ~ 


Contacts with Victims: In 2007-08, the Board had over 20,000 contacts with victims. Most 
were victims of violence, such as sexual assault, or the family of murder victims. The vast 
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majority (95%) of victims surveyed in past years have expressed satisfaction with the quality and 
timeliness of information provided by NPB staff. 


Figure 1 
NPB Contacts with Victims 
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Observers at Hearings: The Board had 1,974 observers at its hearings in 2007-08. The 
increase in observers in the past years can be attributed to growing public awareness of the 
observer provisions of the CCRA and the federal fund to pay the travel costs for victims to attend 
NPB hearings. Most observers (90%) agree that the hearing process is rigorous and that Board 
members are very thorough in reviewing information for decision-making. 


Figure 2 
Observers at NPB Hearings 
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Victims’ Presentations: In 2007-08, victims made 244 presentations at hearings. Most were 
family members of murder or manslaughter victims. The majority of presentations (88%) were 
in person. The remainder came in the form of audio or video tapes. There has been an increase 
in the number of victims making presentations at hearings which appears to be linked to the fund 
to pay travel costs for victims to attend NPB hearings. 


Decision Registry: The CCRA permits access to specific NPB decisions and to decisions for 
research purposes through NPB's decision registry. For specific cases, any person who 
demonstrates an interest may, on written application to NPB, have access to the contents of the 
registry. Information that would jeopardize the safety of a person, reveal the source of 
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information obtained in confidence, or adversely influence the reintegration of the offender is 
deleted. For research purposes, people may apply to the Board for access to decisions and 
receive information after the decisions have been screened to remove all personal identifiers. 


The CCRA does not define the contents of the "registry of decisions", or what constitutes 
demonstrating interest in a case; however, in keeping with the concepts of openness and 
accountability, the Board makes available the complete risk assessment and decision 
documentation of Board members. Individuals demonstrate an interest by writing to the Board to 
ask for access to the decision registry. In 2007-08, the Board released 6,098 decisions from the 
registry. Victims access the registry most frequently (58%), followed by media (41%). 


Figure 3 
Decision Registry Requests and Decisions Sent 
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Lessons learned - victims, observers and the decision registry: In response to 
recommendations from victims’ advocates, the Board began to explore the use of video- 
conferencing technology to enhance access by victims to NPB hearings. To support progress in 
this area, the Board continues to assess the need for policy and training and consider measures to 
ensure that sufficient resources are available to support proper implementation of this new 
approach. Effective progress also requires that NPB work in partnership with CSC to ensure that 
video-conferencing equipment is available in hearing rooms and in various sites in the 
community to support productive use of this technology. 


3. Quality Pardon Decisions 


Strategic Outcome: Quality pardon decisions and clemency recommendations which 


contribute to public protection and support the process of rehabilitation. 
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Program Activity: Pardon Decisions/Clemency Recommendations. 


Program Activity Description: Case review and quality decisions to grant, deny or revoke 
pardons; support for pardon decision-making; development of pardons policy; collection of 
pardon revenues; and development of recommendations for clemency. 


A pardon is a formal attempt to remove the stigma of a criminal record for people found guilty of 
a federal offence who, after satisfying their sentence and a specific waiting period, have shown 
themselves to be responsible citizens. A pardon is, therefore, a means to facilitate safe 
community reintegration. Assessment of results in this area considers efficiency (the average 
time required to process pardon applications) and effectiveness (rates of revocation of pardons). 


Financial Resources 2007-08 ($000) 


Planned Spending Authorities Actual Spending 


$ 1,945 | $2,949 $2,892 


Human Resource 2007-08 (FTE) 


Planned | Actual | Difference | 


28 | 34 (6) | 


Historically, the Board received 15,000 to 20,000 pardon applications per year; however in 
2005-06 and 2006-07, applications rose to 27,900 and 26,600 respectively. Workload growth 
continued in 2007-08, as applications reached 30,398. These increases generated workloads in 
excess of process capacity, leading to a backlog of applications. In response, NPB developed an 
action plan to enhance productivity in the short-term and to-establish sustainability for the 
pardon program in the long-term. This plan calls for a wide range of improvements, including: 
policy refinement; technological advancements; process streamlining; creation of a team to 
eliminate the backlog of the applications; removal of the cap on the amount of revenues from 
user fees that NPB can access yearly; establishment of service standards for application 
processing; and increasing the user fee to align it with current operational and program realities. 


NPB charges a $50.00 user fee for the processing of pardon applications. The Board may access 
70% of revenues collected. The RCMP has access to 30% of user fees collected. Fees do not 
represent the full cost of a pardon. The fee was set at $50.00 so as not to serve as an impediment 
for Canadians who wish to benefit from a pardon. 
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Program Area 


e Pardons 


Progress Toward Commitments Made in Report on Plans And Priorities 2007-08 


Priorities/Commitments 


e Effective management of 
legislative responsibilities 
related to the processing of 


Recent Progress 


25,021 applications processed 
— average process time, 10 
months. 


pardon applications. e 96% of all pardons awarded 


remain in force. 


e Plans developed to eliminate 
the backlog of applications 
and establish sustainability for 
the pardons program. 


e Performance status: 
successfully completed. 


The Criminal Records Act (CRA) authorizes the Board to: grant pardons for offences prosecuted 
by indictment, if it is satisfied the applicant is of good conduct, and is conviction-free for five 
years; and issue pardons for summary convictions, following a conviction free period of three 
years. In 2007-08, the average processing time for all pardons was 10 months. For cases 
involving summary convictions only, the average process time was six weeks. 


Table 4 — Pardons Granted / Issued and Denied by Year 
Decision 


on Pica “pda masa ee ey 


Granted 7,204 49 8, = 55 We a * 3,951 ae 14,514 

Issued 7232449 6,832 43 4,745 4,402 7672 10,332 
Sub-Total 14.436 98 15,593 98 22,545 8,353 14,748 99 24,846 99 
Denied 286 2 265 175 ] 
Total T4722 100 15,858 22,920 100 | 8,549 14,851 100 25,021 . | 25,021 100 
Average 17 months 17 months 12 months 11 months 13 months 10 months 


Process Time 


The pardon revocation/cessation rate remains less than 4%, demonstrating that most people 
remain crime free after receipt of a pardon. The CRA includes two categories of revocation. The 
first is for offences that the court dealt with summarily. The Board reviews these cases and 
assesses the need to revoke. The second involves automatic revocation for an indictable offence. 
For this category, the RCMP notifies the Board of the offence, and the pardon ceases to exist. 
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TABLE 5 - PARDON REVOCATIONS 


Cumulative Pardons Pardons Cumulative Cumulative 
Granted/Issued Revoked / Ceased Pardons Revocation/Cessation 
to Date during the Year Revoked/Ceased Rate (%) 


2003/04 306,985 
2004/05 329,530 
2005/06 337,883 
2006/07 352,631 
2007/08 377,477 


Lessons learned — sustainability for the pardon program: Heavy and growing workloads 
related to pardons pointed clearly to the need for NPB to develop a resource management 
tool that would facilitate the development of resource needs for various workload 

scenarios. In response, the Board developed a resource formula, based on analysis of extensive 
operational data that will enable it to improve planning and program delivery. In particular, the 
formula will prove very useful in enabling the Board to ensure that it has sufficient capacity to 
rocess applications, consistent with the service standards that are being developed. 


Strategic Management Priorities 


For 2007-08, the Board continued work on two strategic management priorities that support all 
of its program activities. The first involves integrated business and human resource planning to 
ensure that the Board has sufficient numbers of Board members and staff, with the knowledge 
and skills to meet program needs. Entering 2007-08, the Board faced a significant shortage of 
Board members to meet conditional release decision-making workloads. In response, the Board 
developed a contingency plan designed to limit workloads, while maximizing the availability of 
Board members for decision-making purposes. Implementation of the contingency plan 
continued through the first six months of 2007-08 and proved successful. Despite limited 
resource capacity, the Board was able to meet workload demands. The Board also took action to 
deal with significant turnover among key staff. Implementation of the Board’s succession plan 
continued to ensure that the quality of program delivery was not jeopardized by the loss of 
significant corporate memory and experience. 


The second strategic management priority focused on the Board’s new partnership arrangement 
with the Correctional Service of Canada in which the Board transferred $2.9 million annually to 
the Service in return for the provision of information technology services. In this, partnership | 
arrangement, the Board sets its information technology priorities and user needs. The Service 
provides a range of services including desk top support, network maintenance and support, 
technical aspects of system development, and system support. During 2007-08, work related to 
the partnership dealt with governance and effective consultation processes. Throughout the year, 
CSC provided effective technology services for the Board. 
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1. Structure for Program Delivery 


The Board carries-out its work through six offices across the country and the national office in 
Ottawa. The national office makes clemency recommendations and pardon decisions and 
develops related policies. It is also responsible for a range of activities related to conditional 
release, including investigations, appeal decisions, policy development, and Board member 
training. As well, the national office provides leadership for planning, resource management, 
communications, performance reporting and corporate services. 


Conditional release decisions are made by Board members in the regions. Board members are 
supported by staff who schedule hearings, ensure that information for decision-making is 
received and shared with the offender, provide policy advice, and communicate conditional 
release decisions to the offender, CSC and others, as required. Staff in regions also provide 
information for victims, make arrangements for observers at hearings, and manage requests for 
access to the Board’s decision registry, and provide training for Board members. 


2. Partnership for Program Delivery 


Partnership is integral to effective NPB operations. As the Board's key partner, CSC provides 
information for NPB decision-making (from external sources, and internally generated). If the 
Board grants release, CSC supervises offenders in the community. Clearly, the Board shares 
accountability for "outcomes". When parolees succeed, “success” is the result of many players in 
the system, as well as the offender. 


— 


CSC and NPB Working Relationship - Conditional Release 
CSC Responsibilities for Offenders 


NPB Decision-Making Responsibilities 


e Care and custody. 

e Programs and treatment. 

e Work release, temporary absences (TA) (TA 
authority delegated by NPB in many cases). 

e Information for NPB decisions: external (e.g.,| e¢ Review of cases and _ decisions for: 
police, courts); produced by CSC (e.g., - TAs for specific groups (e.g.,  lifers); 
programs/treatment, recommendations). - the timing and conditions of release of 

offenders on day and full parole. 

e Statutory release (SR) occurs by law at 2/3rds of | * Decisions to impose special conditions on 
sentence. Recommendations to NPB on the SR. 
need for special conditions for SR. 


e Supervision of offenders released on TAs, parole | e Post-release decisions (revoke or maintain 
and SR. Information for NPB post-release ~ release, revise conditions). 
decisions. 

e Recommendations to NPB for detention of | e Detention decisions. 
offenders past SR to warrant expiry. 


ht 
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CSC and NPB Working Relationship - Conditional Release 
CSC Responsibilities for Offenders | NPB Decision-Making Responsibilities 


e Supervision of long-term supervision offenders 
(LTSO). 


e Imposition of special conditions on LTSO. 


The RCMP also works with the Board in the processing of pardon applications. The RCMP 
provides NPB with information on criminal histories, and periods of crime-free behaviour for 
pardon applicants. When the Board issues or grants a pardon, it notifies the RCMP which seals 
the pardoned record. In the case of pardon revocation, the Board and the RCMP share 
information to support NPB decision-making, and RCMP responsibilities for management of 
information within the Canadian Police Information Centre (CPIC). 


3. Financial Performance Overview 
The National Parole Board’s total authorities, consisting of Main Estimates, and subsequent 


Supplementary Estimates were $46,278,237. This consisted of $41,151,799 in operating 
resources, and $5,118,244 for the Employee Benefit Plan. 


Actual expenditures were $43,429,660 and resulted in a reported Public Accounts lapse of 
$2,848,577. This is a total lapse of approximately 6.1% of total authorities, indicating that the 
Board was able to manage its resources successfully for 2007-08. 


The Board applied its resources to three program areas - quality conditional release decisions; 
open, accountable conditional release processes; and quality pardon decisions, clemency 
recommendations. 


Financial Summary Tables 


The financial tables presented in this section provide the following information on NPB: 


« Total Main Estimates as reported in the 2007-08 Estimates. 


« Total planned spending at the beginning of the year, as reported in the 2007-08 
Estimates: Report on Plans and Priorities. This includes Main Estimates plus 
anticipated approvals planned through subsequent Supplementary Estimates 
exercises. 


« Total authorities as approved by Parliament (Public Accounts of Canada for 2007- 
08). 


= Total actual spending (Public Accounts of Canada for 2007-08). 


Please note that the figures in the following tables have been rounded to the nearest thousand. 
Because of rounding, figures may not add to the totals shown. 
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Table 1: Comparison of Planned to Actual Spending (including FTEs) 


This table offers a comparison of the Main Estimates, Planned Spending, Total Authorities and 
Actual Spending for the most recently completed fiscal year, as well as historical figures for 


Actual Spending. 


a 


conditional release processe 


($ thousands) 2005-06 
Actual 
Quality conditional release 32,704 
| decisions 
Open, accountable 5,818 


Quality pardon decisions, 
clemency recommendations 
Total 


2007-08 
2006-07 | Main Planned Total Total Actuals 
Actual Estimates Spending Authorities (2) 
(1) (2) 


33,962 33,314 34,485 35,240 34,330 
6,561 7,954 8,917 8,089 6,208 


4,319 


=e 
42,841 


Less: Non-respendable 
revenue 


— 


| Plus: Cost of services 
received without charge * 


714 


2,823 


43,346 


4,966 


969 
5,263 


Total Departmental 
Spending 


Full-time Equivalents 


404 


47,093 ii 47,640 


416 


1) from the 2007/08 Report on Plans and Priorities. 2) from the 2007/08 Public Accounts. * Services received 
without charge usually include accommodation provided by PWGSC, the employer's share of employees’ insurance 
premiums, Workers' Compensation coverage provided by Social Development Canada, and services received from 
the Department of Justice Canada. 


Table 2: Voted and Statutory Items 


This table basically replicates the summary table listed in the Main Estimates. Resources are 
presented to Parliament in this format. Parliament approves the voted funding and the statutory 
information is provided for information purposes. 


$ thousands 


1) from the 2007-08 Report on Plans and Priorities. 2) from the 2007-08 Public Accounts 
(S) indicates expenditures the Department is required to make that do not require an appropriation Act 


2007-08 
Vote or Truncated Vote Main Planned Total Total 
Statutory or Statutory Wording Estimates Spending Authorities Actuals 
Item (1) (2) (2) 
35 Operating expenditures 37,884 40,032 
Contributions to employee eer: aloe ae: ae 
‘S; benefit plans ee) 5,315 5,118 5,118 
Spending of proceeds from 
the disposal of surplus Perego 
(S Crown assets - - 5 
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Table 3: Sources of Respendable and Non-respendable Revenue 


Respendable Revenue 


The Board does not have any Respendable Revenue. 


Non-respendable Revenue 


There is a $50.00 user fee for the processing of pardon applications. Of the $50.00, the Board 
can access $35.00. The remaining $15.00 go to the RCMP. The Board is not allowed to respend 
revenues from this fee in the year they are collected. It can, however, access these revenues the 
following fiscal year through the Supplementary Estimates process. In 2007-08, the pardon user 
fee generated revenues of $1,438,491. Of this total, the Board could access 70% or $1,006,944 


in 2008-09. 
2007-08 
Actual Actual Main Planned Total Actual 
($ thousands) 2005-06 | 2006-07 | Estimates | Revenue | Authorities 
Quality pardon decisions, 
clemency 
| recommendations ae'| 
Pardon user fees 714 969 N/A 700 N/A 1,438 
Total Non-respendable a0 714 969 N/A 700 N/A 1,438 
Revenue ui 
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4. National Parole Board — Financial Statements 


Statement of Management Responsibility 


Responsibility for the integrity and objectivity of the accompanying financial statements for 
the year ended March 31, 2008 and all information contained in this report rests with the 
National Parole Board management. These financial statements have been prepared by 
management in accordance with Treasury Board accounting policies which are consistent 
with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these 
financial statements. Some of the information in the financial statements is based on 
management’s best estimates and judgment and gives due consideration to materiality. To 
fulfil its accounting and reporting responsibilities, management maintains a set of accounts 
that provides a centralized record of the Board’s financial transactions. Financial 
information submitted to the Public Accounts of Canada and included in the Board’s 
Departmental Performance Report is consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to 
provide reasonable assurance that financial information is reliable, that assets are 
safeguarded and that transactions are in accordance with the Financial Administration Act, 
are executed in accordance with prescribed regulations, within Parliamentary authorities, 
and are properly recorded to maintain accountability of Government funds. Management 
also seeks to ensure the objectivity and integrity of data in its financial statements by careful 
selection, training and development of qualified staff, by organizational arrangements that 
provide appropriate divisions of responsibility, and by communication programs aimed at 
ensuring that regulations, policies, standards and managerial authorities are understood 
throughout the Board. 


The financial statements of the Board have not been audited. 


Mario Dion Anne Gagne 
Chairperson A/Senior Financial Officer 
Ottawa, Canada 

July 18th, 2008 
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National Parole Board 


Statement of Operations (Unaudited) 
For the Year Ended March 31 


(in thousands of dollars) 


2008 2007 
Expenses (Note 4) 
Conditional release decisions 37,670 38,366 
Conditional release openness and accountability 7,081 7,991 
Pardons decisions and clemency recommendations S106 3,976 
Total expenses 47,909 49,933 
Revenues (Note 5) 
Conditional release decisions 5 1 
Conditional release openness and accountability - - 
Pardons decisions and clemency recommendations 1,439 969 
Total revenues 1,444 970 
Net cost of operations 46,465 48,963 


The accompanying notes form an integral part of these financial statements. 
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National Parole Board 
Statement of Financial Position (Unaudited) 
At March 31 


(in thousands of dollars) 


ASSETS 
Financial assets 
Accounts receivable and advances (Note 6) 


Total financial assets 


Non-financial assets 
Prepaid expenses 
Tangible capital assets (Note 7) 


Total non-financial assets 


TOTAL 


LIABILITIES 
Accounts payable and accrued liabilities 
Vacation pay & compensatory leave 
Deferred revenue (Note 8) 
Employee severance benefits (Note 9) 


EQUITY OF CANADA 


TOTAL 
Contingent liabilities (Note 10) 


The accompanying notes form an integral part of these financial statements. 
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2008 


eV f 


527 


201 
1 302 


1 503 


2 030 


3 558 
1 346 


5 764 


10 668 


(8 638) 


2 030 
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200) 


496 


496 


255 
3 331 


3 586 


4 082 


3 295 
1 389 

351 
5 996 


11 031 
(6 949 


4 082 


National Parole Board 
Statement of Equity of Canada (Unaudited) 


At March 31 
(in thousands of dollars) 

; 2008 2007 
Equity of Canada, beginning of year (6,949) (6,447) 
Net cost of operations é (46,465) (48,963) 
Current year appropriations used (Note 3) 43 430 43 346 
Revenue not available for spending (1,548) (983) 
Services received without charge from other government departments 
(Note 11) 5 064 5 263 
Transfer of capital assets to Correctional Services Canada (Note 7) (2,243) 
Change in net position in the Consolidated Revenue Fund (Note 3) "3 835 
Equity of Canada, end of year (8,638) (6,949) 
The accompanying notes form an integral part of these financial statements. 
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National Parole Board 
Statement of Cash Flow (Unaudited) 
For the Year Ended March 31 


(in thousands of dollars) 
2008 2007 


Operating activities 


Net cost of operations 46 465 
Non cash items: 
Services received without charge from other departments (5,064) 
Amortization of tangible capital assets (198) 
Net loss on disposal of tangible capital assets (10) 
Variations in Statement of Financial Position: 
Decrease (increase) in liabilities 363 
Increase in financial assets 31 
Increase (decrease) in prepaid expenses (54) 
Cash used by operating activities 41 533 
Capital investment activities 
Acquisitions of tangible capital assets (Note 7) 427 
Proceeds from disposal of tangible capital assets (5) 
Cash used by capital investment activities: 422 
Financing activities 
41 956 


Net Cash Provided by Government 


The accompanying notes form an integral part of these financial statements. 
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National Parole Board 
Notes to the Financial Statements (Unaudited) 


1. Authority and Objectives 


Although the National Parole Board (NPB) is a federal government department, it is an 
independent administrative tribunal responsible for making decisions about the timing and 
conditions of release of offenders to the community on various forms of conditional release. 
The Board also makes pardons decisions, and recommendations for clemency through the 
Royal Prerogative of Mercy. 


Legislation governing the Board includes the Corrections and Conditional Release Act 
(CCRA), the Criminal Records Act (CRA), and the provisions of the Criminal Code. The 
CCRA empowers the Board to make conditional release decisions for federal offenders and 
offenders in provinces and territories without their own parole boards. Provincial Boards 
currently exist in Quebec and Ontario. The CRA entitles the Board to issue, grant, deny or 
revoke pardons for convictions under federal acts or regulations. The Governor General or 
the Governor in Council exercises authority regarding the use of the Royal Prerogative of 
Mercy for those convicted of a federal offence in all jurisdictions based on investigations by 
the Board and recommendations provided to the Solicitor General of Canada. 


The Board has three strategic outcomes which are the cornerstones of its public 
accountability and reporting of results. They are: 


1) Conditional release decisions which contribute to public protection ees safe 
reintegration of offenders in the community; 

2) Open and accountable conditional release processes that ensure active involvement and 
engagement of victims of crime and the public, before and after conditional release 
decisions are made; and, 

3) Pardon decisions and clemency recommendations, which contribute to public protection 
and support the process of rehabilitation. 


2. Summary of Significant Accounting Policies 


The financial statements have been prepared in accordance with Treasury Board 
accounting policies, which are consistent with Canadian generally accepted accounting 
principles for the public sector. 
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Significant accounting policies are as follows: 


(a) Parliamentary appropriations — the Board is financed by the Government of Canada 
through Parliamentary appropriations. Appropriations provided to the Board do not 
parallel financial reporting according to generally accepted accounting principles since 
appropriations are primarily based on cash flow requirements. Consequently, items 
recognized in the statement of operations and the statement of financial position are not 
necessarily the same as those provided through appropriations from Parliament. Note 3 
provides a high-level reconciliation between the two bases of reporting. 


(b) Net Cash Provided by Government — The Board operates within the Consolidated 
Revenue Fund (CRF), which is administered by the Receiver General for Canada. All 
cash received by the Board is deposited to the CRF and all cash disbursements made by 
the Board are paid from the CRF. The net cash provided by Government is the 
difference between all cash receipts and all cash disbursements including transactions 
with other departments of the federal government. 


(c) Change in net position in the Consolidated Revenue Fund is the difference between the 
net cash provided by Government and appropriations used in a year, excluding the 
amount of non-respendable revenue recorded by the Board. It results from timing 
differences between when a transaction affects appropriations and when it is processed 
through the CRF. 


(d) Revenues: 
o Revenues are accounted for in the period in which the underlying transaction or 
event occurred that gave rise to the revenues. 
o Revenues that have been received but not yet earned are presented as deferred 
revenues. These revenues are recognized in the period in which the related 
expenses are incurred. 


(e) Expenses — Expenses are recorded on the accrual basis: 

o Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 

o Services provided without charge by other government departments for 
accommodation, the employer’s contribution to the health and dental insurance 
plans, worker’s compensation and legal services are recorded as operating 
expenses at their estimated cost. 


(f) Employee future benefits: 
o Pension benefits: Eligible employees participate in the Public Service 
Superannuation Plan, administered by the Government of Canada. The Board’s 
contributions to the Plan are charged to expenses in the year incurred and 
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represent the total departmental obligation to the Plan. Current legislation does 
not require the Board to make contributions for any actuarial deficiencies of the 
Plan. 

o Severance benefits: Employees are entitled to severance benefits under labour 
contracts or conditions of employment. These benefits are accrued as employees 
render the services necessary to earn them. The obligation relating to the benefits 
earned by employees 1s calculated using information derived from the results of 
the actuarially determined liability for employee severance benefits for the 
Government as a whole. 


(g) Accounts receivable are stated at amounts expected to be ultimately realized; a 
provision is made for receivables where recovery is considered uncertain. 


(h) Contingent liabilities — Contingent liabilities are potential liabilities, which may 
become actual liabilities when one or more future events occur or fail to occur. To the 
extent that the future event is likely to occur or fail to occur, and a reasonable estimate 
of the loss can be made, an estimated liability is accrued and an expense recorded. If 
the likelihood is not determinable or an amount cannot be reasonably estimated, the 
contingency is disclosed in the notes to the financial statements. 


(i) Tangible capital assets — All tangible capital assets and leasehold improvements having 
an initial cost of $1,000 or more are recorded at their acquisition cost. The department 
does not capitalize intangibles, works of art and historical treasures that have cultural, 
aesthetic or historical value, assets located on Indian Reserves and museum collections. 


Amortization of tangible capital assets is done on a straight-line basis over the 
estimated useful life of the asset as follows: 


Asset Class Amortization period 

Machinery and equipment 3 to 5 years 

Other equipment 15 years 

Motor vehicles 7 years 

Leasehold Improvements Term of lease 

Assets under construction Once in service, in accordance with asset type 


(j) Measurement uncertainty — The preparation of these financial statements in 
accordance with Treasury Board accounting policies which are consistent with 


Canadian generally accepted accounting principles for the public sector requires 
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management to make estimates and assumptions that affect the reported amounts of 
assets, liabilities, revenues and expenses reported in the financial statements. At the 
time of preparation of these statements, management believes the estimates and 
assumptions to be reasonable. The most significant items where estimates are used are 
the liability for employee severance benefits and the useful life of tangible capital 
assets. Actual results could differ from those estimated. Management’s estimates are 
reviewed periodically and, as adjustments become necessary, they are recorded in the 
financial statements in the year they become known. 


3. Parliamentary Appropriations 


The National Parole Board receives all of its funding through annual Parliamentary 
appropriations. Items recognized in the statement of operations and the statement of 
financial position in one year may be funded through Parliamentary appropriations in a prior 
year, current or a future year. Accordingly, the Board has different net results of operations 
for the year on a government funding basis than on an accrual accounting basis. The 
differences are reconciled in the following tables: 
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National Parole Board 
Notes to the Financial Statements (Unaudited) 


a) Reconciliation of net cost of operations to current year 
appropriations used: 


Net cost of operations 


Adjustments for items affecting net cost of operations but not affecting 
appropriations: 
Add (Less): 
Services received without charge (Note 11) 
Amortization of tangible capital assets 
Prepaid expenses previously charged to appropriation 
Loss on disposal of tangible capital assets 
Revenue not available for spending 
Employee severance benefits 
Justice legal fees 
Vacation pay and compensatory leave 
Other 


Adjustments for items not affecting net cost of operations but affecting 
appropriations: 
Add: Acquisitions of capital assets 
Prepaid expenses 


Current year appropriations used 


2008 2007 


(in thousands of dollars) 


b) Appropriations provided and used 


Vote 35 - Program expenditures 

Statutory amounts 

Total appropriations provided 

Less: 

Appropriations available for future years 
Lapsed appropriations: Program expenditures 


Current year appropriations used 


46 465 48 963 
(5,064) (5,263) 
(198) (1,572) 
(125) (114) 
(14) (3) 
1548 983 
232 (415) 

: (184) 

43 30 

46 1 

42 933 42 426 
427 688 

70 232 

43 430 43 346 
41 153 40 319 
5 126 4994 
46 279 45 313 
(3) (2) 
(2,846) _ (1,965) 
43 430 43 346 


c) Reconciliation of net cash provided by Government to current year appropriations used 


Net cash provided by Government 
Revenue not available for spending 


Change in net position in the Consolidated Revenue Fund 
Variation in financial assets 
Variation in accounts payable and accrued liabilities 
Variation in deferred revenue 
Other 


Current year appropriations used 
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41 956 43 198 
1 548 983 
43 504 44 181 
31 (348) 
263 (311) 
(351) 5 
(16) (181) 
(73) (835) 
43 430 43 346 
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National Parole Board 
Notes to the Financial Statements (Unaudited) 


4. Expenses 


The following table presents details of expenses by category: 


2008 2007 
(in thousands of dollars) 

Personnel 37,485 37,907 
Professional and other services 2,881 3,378 
Accomodation 2,654 2,550 
Travel 2,604 2,454 
Materials and supplies 652 856 
Telecommunication services 362 345 
Relocation 313 105 
Postage, freight, express, and cartage 230 236 
Amortization expense 198 1,572 
Purchased repair and maintenance 185 240 
Rentals - 175 493 
Information services 152 86 
Miscellaneous expenditures 18 11 
Total 47,909 49,933 
5. Revenues 
The following table presents details of revenue by category: 

2008 2007 

(in thousands 
of dollars) 

Pardon service fees 1,439 969 
Other 5 1 
Total 1,444 970 
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6. Accounts Receivable and Advances 


The following table presents details of accounts receivable and advances: 
2008 2007 
(in thousands of dollars) 


Receivables from other Federal Government departments and 


agencies 503 472 
Receivables from external parties 19 19 
Employee advances S) 2) 
Total 527 496 


National Parole Board 


Notes to the Financial Statements (Unaudited) 


7. Tangible Capital Assets 
(in thousands of dollars) 


Machinery &|Informatics |Informatics |Other Motor Leasehold Assets under 
equipment |hardware software equipment |vehicles improvements’ |construction |Total 


Opening 

Balance 400 2,266 3,070 1,094 580 25 
Acquisitions & 
Transfers 46 166 215 20 
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Amortization expense for the year ended March 31, 2008 is $198 (2007 - $1,572). 


The disposal of all the informatics hardware, software, machinery and equipment capital assets 
amounting to $2,243,000 reflects the Net Book Value of assets transferred to Correctional Services 
Canada effective 1 April 2007. As of that date, Correctional Services Canada assumed responsibility 
for providing Information Technology services to the National Parole Board. 


Section III — Supplementary Information Page - 39 - 


National Parole Board 
Notes to the Financial Statements (Unaudited) 


8. Deferred Revenue 


Deferred revenue represents the balance at year-end of unearned revenue stemming from the 
collection of pardon fees upon receipt of the application. While the fees are received with the 
application, revenue is recognized only once the screening for eligibility and completeness is carried 
out. 


2008 2007 

(in thousands of dollars) 

Opening balance 351 346 

Pardon fees received 1,238 

Fees returned (264) 
Revenue recognized (351) (969) 

Closing balance 0 301 


Effective 1 April 2007, the process for the accounting for pardon fees received was made more efficient 
such that the requirement for a deferred revenue account is no longer required. 


9. Employee Benefits 


(a) Pension benefits: The Board’s employees participate in the Public Service Pension Plan, which is 
sponsored and administered by the Government of Canada. Pension benefits accrue up to a 
maximum period of 35 years at a rate of 2 percent per year of pensionable service, times the average 
of the best five consecutive years of earnings. The benefits are integrated with Canada/Quebec 
Pension Plans benefits and they are indexed to inflation. 


Both the employees and the Board contribute to the cost of the Plan. The 2007-08 expense for the 
Board amounts to $3,731,200 ($3,677,549 in 2006-07), which represents approximately 2.1 times (2.2 
times in 2006-07) the contributions by employees. 


The Board’s responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or 
deficiencies are recognized in the financial statements of the Government of Canada, as the Plan's 
sponsor. 


(b) Severance benefits: The Board provides severance benefits to its employees based on eligibility, 
years of service and final salary. These severance benefits are not pre-funded. Benefits will be paid 
from future appropriations. Information about the severance benefits measured as at March 31, is as 
follows: 


2008 2007 

(in thousands of dollars) 
Accrued benefit obligation, beginning of year 5 996 5 581 
Expense for the year 322 1016 
Benefits paid during the year (554) (601) 
Accrued benefit obligation, end of year 5 764 5 996 
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National Parole Board - 
Notes to the Financial Statements (Unaudited) 


10. Contingent liabilities 


Claims have been made against the Board in the normal course of operations (conditional 
release decisions). Legal proceedings for 20 claims in relation to victims, victims’ families 
and offenders totalling approximately $ 76.5 M were still pending as at March 31, 2008 ($ 
85.0 M in 2007). The potential liabilities arising from the cases pending at March 31, 2008 
are considered to be minimal by management as the Board is an independent administrative 
tribunal and is provided with an immunity clause (Section 154) in the Corrections and 
Conditional Release Act making the likelihood of future loss negligible. Some of these 
potential liabilities may become actual liabilities when one or more future events occur or 
fail to occur. The existence and amount of liability depend upon the future outcome of these 
claims, which are not currently determinable. No accrual for this contingency has been 
made in the financial statements. 
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11. Related party transactions 


The Board is related as a result of common ownership to all Government of Canada departments, 
agencies and Crown corporations. The Board enters into transactions with these entities in the 
normal course of business and on normal trade terms. Also during the year, the Board received 
services, which were obtained without charge from other Government departments as presented in 


part (a). 
(a) Services provided without charge: 


During the year the Board received without charge from other departments, accommodation, legal 
fees and the employer's contribution to the health and dental insurance plans and worker's 
compensation. These services without charge have been recognized in the Board's Statement of 
Operations as follows: 


2008 2007 
(in thousands of dollars) 
Accommodation 2,654 2,550 
Employer's contribution to the health insurance 
plan, dental insurance plan and workers 
compensation 2,143 2,416 
Legal services 267 297 
Total 5,064 5,263 


The Government has structured some of its administrative activities for efficiency and cost- 
effectiveness purposes so that one department performs these on behalf of all without charge. The 
cost of these services, which include payroll and cheque issuance services provided by Public 
Works and Government Services Canada are not included as an expense in the Board's Statement 
of Operations. 


(b) Payables and receivables outstanding at year-end with related parties: 


2008 2007 
(in thousands of dollars) 
Accounts receivable with other Federal Government 


departments and agencies 503 472 
Accounts payable to other Federal Government 
departments and agencies 127 360 


12. Comparative Information 


Comparative figures have been reclassified to conform to the current year’s presentation. 
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Section IV: Other Items of Interest 


1. Legislation Administered by the National Parole Board 
The Minister has sole responsibility to Parliament for the following Acts: 
Corrections and Conditional Release Act 


1997, c.17 and its Regulations 


Criminal Records Act 


S.C. 1992, c.20, as amended by S.C. 1995, c.42, S.C. 


R.S. 1985, c.C-47 


The Minister shares responsibility to Parliament for the following Acts: 


Criminal Code 
Prisons and Reformatories Act 


Letters Patent constituting the Office of 


Governor General of Canada (1947) 1985, Appendix II, No. 31 


2. Contacts 


R.S. 1985, c. C-46 
R.S. 1985, c. P-20 


Canada Gazette, 1947, Part 1, Vol. 81, p. 3104, reprinted in R.S. 


Office Address 


- National Office Director, Communications 
410 Laurier Avenue West 
Ottawa, On 


KIA ORI 


Phone: (613) 954-6547 
Fax: (613) 957-3241 


Regional Director 
1045 Main Street 
Unit 101 
Moncton, NB 


Atlantic Region 


Quebec Region 


Phone: (506) 851-6345 


KIA ORI Fax: (506) 851-6926 


Regional Director 

200 René-Lévesque Blvd. W. 

10" floor, Suite 1001 — West Tower 
Montreal, Qc 

K1A ORI 


Phone: (514) 283-4584 
Fax: (514) 283-5484 
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Regional Director 

516 O’Connor Drive 

Kingston, ON Phone: (613) 634-3857 
F KIA ORI Fax: (613) 634-3861 

Prairies Region aiaciaa Director 

101 — 22™ Street East 

6" floor 

Saskatoon, SK Phone: (306) 975-4228 

KIA ORI Fax: (306) 975-5892 

or 

Scotia Place, Scotia 2 — Suite 401 

10060 Jasper Avenue 

Edmonton, AB Phone: (780) 495-3404 

KIA ORI Fax: (780) 870-2498 


Ontario Region 


Pacific Region | Regional Director 
32315 South Fraser Way 
Room 305 

Abbotsford, BC Phone: (604) 870-2468 
K1A ORI Fax: (604) 870-2498 


The National Parole Board's internet site address is: http://www.npb-cnlc.ge.ca/ 


3. Horizontal Initiatives 


Horizontal Initiative 


Horizontal Initiative 


1. Name of Horizontal Initiative: Firearms 2. Name of Lead Department(s): Canada 


Firearms Center 


4. End Date of the Horizontal 
Initiative Ongoing 


3. Start Date of the 
Horizontal Initiative: 1995 


5. NPB Funding: $858,000 per 
year. 


6. Description of the Horizontal Initiative: Reduce firearms tragedies, including accidental 
injuries. or death and the criminal use of firearms. 


7. Shared Outcome(s): Safer communities 


8. Governance Structure(s): Roles/responsibilities set out in legislation (e.g. Firearms Act.) 
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9. Federal Partners 10. Names of 11. Total. 12. 


Involved in each ‘Programs 
‘Program 
\Canada Firearms (a) Quality 


Centre, RCMP, Public ‘conditional 
safety and Emergency release 
Preparedness Canada, decisions. 
Justice Department 

for International | 

‘Trade, Canada Border | 
Services, Correctional | 

‘Service Canada, 

Office of the Privacy 
‘Commissioner, Office | 

of Information | 
‘Commissioner, 

Treasury Board 

‘Secretariat. 
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‘Allocation 


Forecasted ‘Spending for 2007-08 
Spending for in 2007-08 — 
2007-08 


~ /13, Actual 14. Planned Results — 


858,000 $858,000 Planned spending in 


2007/08 was intended | 
‘to provide NPB with 
the capacity to 
manage workloads 
related to changes in 
‘the Criminal Code 
which support the 
‘Firearms initiative. 
‘These changes 
provided longer 
sentences for firearms 
‘convictions and 
created the need for 
‘more conditional 
release reviews. 


15. Achieved 
Results, 2007-08 


Tn 2007/08, NPB 


completed over 


(1400 reviews for 
offenders with 
firearms 
‘convictions. 


‘Since 1999/00, 
‘the Board has 

completed over 
15,000 reviews 


involving 


‘offenders with 


firearms 
convictions. 
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L’avis de prolongation doit étre envoyé 
dans les 30 jours suivant la réception de 
la demande. La Loi sur l’acceés a 
l'information fournit des 
renseignements plus détaillés : 
http://lois.justice.ge.ca/fr/showtdm/cs/A 
-1 


jours = 1; réponse dans un délai de 61 a 90 jours = 1. 
326 demandes présentées aux termes de la Loi sur la 
protection des renseignements personnels : 

réponses dans les 30 jours = 252; réponses dans un 
délai de 31 4 60 jours = 100; réponses dans un délai 
de 61 4 90 jours = 10 


i 
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al 
2007-2008 Anneées de planification 
F Date de la Revenu Revenu Fs Revenu rh 
A. Droit T ar FemNor derniére prévu réel Cast pd Résultats liés au ; prévu Gent total 
iy ype d’établissement du ; a Ana (milliers de Norme de rendement Exercice a estimatif 
exigé ae : modifica- (milliers de | (milliers de rendement (milliers de arp 
droit imposé Gon $) $) $) $) (milliers de $) 
Total 410 1007 333 Total 800 A déterminer 
2008- 
2009 
Total 800 A déterminer 
2009- 
2010 
g Total 800 A déterminer 
2010- 
2011 


(1) Les cotits ne sont pas des cotits totaux estimatifs. Il s agit plutot des cotits directs de la CNLC. 


* La Commission est autorisée a conserver 35 $ ou 70 % des droits qu'elle touche. D’apres ces taux, elle a recu 1 006 944 $ en 2007-2008. Elle pourra avoir acces a ces fonds en 


2008-2009. 


Les revenus gagnés dans ce domaine se chiffraient a 45 $ en 2007-2008. 


Tableau 4B : Politique sur les normes de services pour les frais d’utilisation 


A. Frais d’ utilisation 


Norme de service 


Résultats liés au rendement 


Droit exigé des demandeurs de 
pardon (50 $) 


Frais exigés pour le traitement 
des demandes d’accés présentées 
en vertu de la Loi sur l’accés a 
l'information (LAI) 


En cours d’élaboration 


En 2007-2008, le délai moyen de traitement d’une 
demande de pardon était de 10 mois. Pour les cas de 
déclaration de culpabilité par procédure sommaire, 
le délai moyen de traitement était de 3 4 5 mois. Sur 
le plan de l’efficacité du programme, 96 % des 
pardons octroyés sont toujours en vigueur, ce qui 
montre que la grande majorité des demandeurs de 
pardon ne récidivent pas dans la collectivité. 


Consultation des intervenants 


Dans le cadre du plan d’activité 
concernant les pardons, la Commission 
projette de tenir des consultations sur le 
droit exigé des demandeurs au cours de 
l’exercice 2008-2009. Ces consultations 


prépareront le terrain pour les normes de 


service concernant le traitement des 
demandes de pardon d’ici le 1“ avril 
2009. 


Réponse donnée dans les 30 jours 


suivant la réception d’une demande; le 
temps de réponse peut étre prolongé 
conformément a l’article 9 de la LAI. 
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Temps de réponse conforme a 100 % a la norme de 
rendement. Seize demandes présentées en vertu de la 
Loi sur l’accés a1 information : réponses dans les 

30 jours = 13; réponses dans un délai de 31 a 60 


Commission nationale des libérations conditionnelles 


Loi sur l’accés a l’information et le 
Réglement d’application. 


Les normes de service sont établies par la 1 


Tableau 4: Loi sur les frais d’utilisation 


Années de planification 


Pouvoir pate Be is sae wid Coit total ‘ cols Coit total 
d’établissement du eden oh A ‘ — (milliers de Norme de rendement Résultats lies au peeve estimatif 
droit imposé modifica- (milliers de | (milliers de $) rendement (milliers de (milliers de $) 
tion $) $) $) 
Droit exigé Autres Décision du Conseil Droit 410 1 007 A En cours d’élaboration En 2007-2008, le délai A déterminer 
des produits/ du Trésor introduit en déterminer moyen de traitement d’une : 
demandeurs services 1999, demande de pardon était A déterminer 
de pardon C.T. n° 822475 (1995) modifié en de 10 mois. Seen 
C.T. n° 826954 1999 A déterminer 
(50 $) (1999) 
Frais exigés Service de Loi sur l'accés a 1992 0 0* 333 Réponse donnée dans Temps de réponse 333 
pour le réglemen- l'information (LAI) les 30 jours suivant la conforme a 100 % a la 
traitement tation réception d’une norme de rendement. 15 333 
des demande; le temps de demandes présentées en 
demandes réponse peut étre vertu de la Loi sur l’acces 333 
d’accés prolongé conformément | a/’information : réponses 
présentées a l’article 9 de la LAI. dans les 30 jours = 13; 
aux termes L’avis de prolongation réponses dans un délai de 
de la Loi sur doit étre envoyé dans 31 a 60 jours = 2; réponse 
acces a les 30 jours suivant la dans un délai de 61 a 90 
!‘infor- réception de la jours = 1. 326 demandes 
mation demande. La Loi sur présentées aux termes de 


l’acces a l'information la Loi sur la protection des 
fournit des renseignements 
renseignements plus personnels : réponses 
détaillés : dans les 30 jours = 252; 


http://lois.justice.ge.ca/f 
r/showtdm/cs/A-1 


réponses dans un délai de 
31 a 60 jours = 64; 

réponses dans un délai de 
61 a 90 jours = 10 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part I1f — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


to 
— 


Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 
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Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guide00-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 


Eee National Research Conseil national 
Council Canada de recherches Canada 


ArC -ChIC 
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National Research Council Canada 


For the period ending 31 March 2008 


Tony Clement 
Minister of Industry 
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section | —- Agency Overview 


Minister’s Message 


The Industry Portfolio experienced a busy and successful 
2007-2008. As Minister of Industry, | am pleased with the 
progress made on our mission to foster a competitive, 
knowledge-based economy that benefits all Canadians. 


A competitive economy is one that provides jobs and 
Opportunity to Canadians, and top-quality products and 
services to consumers. Our economic performance 
underpins the quality of life we enjoy in this country, and 
the National Research Council Canada is making 
important contributions to this mission. 


The Industry Portfolio is composed of Industry Canada 
and 10 other agencies, Crown corporations and quasi- 
judicial bodies. These organizations collectively advance 
Canada’s industrial, scientific and economic development, 
and help ensure that we remain competitive in the global 
marketplace. 


As a country, we must remain focused on how we can continue to provide an innovative and 

entrepreneurial economic environment, help our businesses capitalize on opportunities, and 

provide choice and quality to consumers. The global marketplace continues to evolve, changing 

with it the dynamics that influence Canada’s performance. | am proud to say that the Industry 
Portfolio is playing its part: 


e We are working to make our market for wireless services more competitive, this year 
launching the policy framework for the Advanced Wireless Services spectrum auction. The 
framework aims to provide more choice and better service for consumers and businesses 
— something that we believe will also lead to lower prices. 

e We issued guidelines clarifying the application of the Investment Canada Act as it relates 
to foreign state-owned enterprises investing in our country to ensure that Canadians 
continue to enjoy all the benefits that foreign investment delivers. 

e We instituted an independent Competition Policy Review Panel to review and report on key 
elements of Canada’s competition and investment policies and to ensure that they are 
working to the full benefit of Canadians. 

e We created an Automotive Innovation Fund to provide support to automotive firms 
undertaking large-scale, strategic research and development (R&D) projects to build 
innovative, greener and more fuel-efficient vehicles. Similarly, investments made through 
the Strategic Aerospace and Defence Initiative continue to encourage strategic R&D that 
will result in innovation and excellence in new products and services. 


SECTION! — AGENCY OVERVIEW” | 


One of my key priorities as Industry Minister continues to be our country’s science and technology 
(S&T) strategy, Mobilizing Science and Technology to Canada’s Advantage, announced by 
Prime Minister Harper in May 2007. 


e Budget 2008 included measures and initiatives in support of our S&T Strategy that total 
$654 million over the next three years. 

e We putin place the new Science, Technology and Innovation Council to provide the 
government with objective policy advice on Canada’s S&T issues. 

e The government allocated $105 million in 2007-2008 to support the operations of seven 
new Centres of Excellence, pilot projects that have the potential to make Canada a global 
leader in fields of research that offer a strategic opportunity for Canadian industry. 

e This past March, Canada’s two-armed robot, Dextre, was successfully installed on the 
international Space Station. 


This has been a year of progress and success, and it is my pleasure to present the National 
Research Council Canada’s Departmental Performance Report for 2007-2008. | am committed to 
building on these successes in 2008 and beyond, and | will continue to work with officials in the 
Industry Portfolio to make Canada more efficient, productive and competitive. 


Tony Clement 
Minister of Industry 


2 NRC — SCIENCE AT WORK FOR CANADA 


Management Representation Statement 


| submit for tabling in Parliament, the 2007-2008 ee Performance Report for the National 
Research Council Canada. 


This document has been prepared based on the reporting principles contained in the Guide for the 
Preparation of Part Ill of the 2007-2008 Estimates: Reports on Plans and Priorities and Departmental 
Performance Reports: 


« It adheres to the specific reporting requirements outlined in the Treasury Board Secretariat 
guidance; 


It is based on the department's Strategic Outcomes and Program Activity Architecture that 
were approved by the Treasury Board; 


It presents consistent, comprehensive, balanced and reliable information: 


It provides a basis of accountability for the results achieved with the resources and 
authorities entrusted to it; and 


It reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 


r. Pierre Coulombe 
President 
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NRC — SCIENCE AT WORK FOR CANADA 


Summary Information 


Raison d’étre 
The National Research Council (NRC) is the Government of Canada’s leading resource for science 
and technology (S&T) and innovation with a business focus on: 


= improving the social and economic well-being of Canadians; 

= fostering industrial and community innovation and growth through technology and industry 
support; and 

= supplying excellence and leadership in research and development (R&D). 


Mobilizing Science and Technology to Canada’s Advantage through NRC 


NRC is moving forward with.an important role in helping to achieve the goals of the Government of 
Canada’s Science and Technology Strategy, Mobilizing Science and Technology to Canada’s 
Advantage, announced by the Prime Minister in May 2007. The new federal S&T Strategy sets out 
a multi-year framework to create a competitive advantage for Canada through S&T. It focuses on 
the principles of promoting world-class excellence, focusing on priorities, fostering partnerships and 
enhancing accountability. It sets out a plan to foster three distinct S&T advantages for Canada: 


e Entrepreneurial Advantage — translating knowledge into commercial applications for greater 
wealth generation and quality of life; 


e Knowledge Advantage — being at the leading edge of important developments that generate 
health, environmental, societal and economic benefits; 


e People Advantage — attracting highly skilled people and educated people for a flexible 
workforce that can compete globally. 


NRC's own Strategy to 2011, Science at Work for Canada, is consistent with these principles and 
objectives and establishes NRC as an important vehicle to help deliver on the new federal 
S&T Strategy. NRC is enhancing Canada’s Entrepreneurial Advantage by meeting the needs of 
industry for targeted research and by transferring its discoveries to the private sector. To support 
Canada’s Knowledge Advantage, NRC is strategically contributing to the four research priority 
areas identified in the federal S&T Strategy: environmental science and technologies; natural 
resources and energy; health and related life sciences and technologies; and information and 
communication technologies (ICT). NRC will anticipate and respond to important national priorities 
by engaging innovation system participants in multistakeholder collaborations and developing key 
competencies that will prepare NRC to support Canada’s current and future S&T priorities. Lastly, 
but critically important, NRC is supporting the People Advantage, by attracting and retaining highly- 
skilled workers needed to thrive in a global economy. Through establishing entities such as the 
National Institute for Nanotechnology (NINT) and the NRC Institute for Nutrisciences and Health 
(NRC-INH), for example, NRC is helping to build strong multidisciplinary teams of international 
calibre researchers to deliver leading-edge work for Canada. 
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NRC’s Approved Program Activity Architecture 


NRC’s basis for reporting to Parliament is its Program Activity Architecture (PAA). The PAA seeks 
to describe how the NRC manages the resources under its control to achieve intended results. 
Two Program Activities contribute to NRC’s strategic outcome. Each Program Activity is in turn 
associated with several program sub-activities as depicted in the Figure 1-1 below. 


Figure 1-1: NRC’s Program Activity Architecture 
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Sciences (IBS) Information Technology Institute (IMI) (= Speier | Hl ia pki Pe Gal 
ae {b= Scab = tet inadian Hydraulics ° 
Poe Oa eae eereneere Centre (CHC) ; protic eee 


Institute for Marine Institute for Institute for Ocean 
Biosciences (IMB) Microstructural Sciences Technology (IOT) Gentre for Surface i Facilities / Asset Mgmt 
ee (IMS) on ann Transportation 
Technology (CSTT) i 


Plant Biotechnology Institute for Research ‘ Information Mgmt 


ee eS 
Institute (PBI) Institute for National | in Construction (IRC) 
j Measurement Standards | Central Business Support 
= (INMS) Fees cea ane oe a } Office (CBSO) Tiformation Techn 
Genomics and Health a ee NRC Design and ETI NER R 


Fabrication Services 


Initiative (GHI) kno We WO a (OFS) 
Layne 2 sa gical National Institute for Legal Services 


Nanotechnology (NINT) 


Steacie Institute for nea 
Molecular Sciences Integrated 
a Technologies Institute 


(IMTI) 
Other Support Services 


Note: As part of the program realignment and priority setting exercise that took place in September 2007, the NRC-Integrated Manufacturing 
Technologies Institute's resources were re-allocated to the NRC-Industrial Materials Institute and the NRC-Institute for Research in Construction. 


Table 1-1: NRC Financial Resources ($ millions 


| 2007-2008 
Planned Spending Total Authorities Actual Spending 


712.4 865.9 fiz 


Table 1-2: NRC Human Resources (Full-Time Equivalents 
2007-2008 


Planned Actual 
4,044 4,280 (236) 


Note: Due to rounding figures may not add to total shown 
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Table 1-3: Departmental Priorities 
Name 


Perfor 


mance Status 


1. R&D in Key Sectors and Areas Critical to 
Canada’s Future 


Ongoing 


Successfully met 


2. Community Technology Clustering Initiatives | Previously committed Successfully met 


Key Players 


3. Integrated Industry Support that Engages | | Ongoing Successfully met 


Organization 


Table 1-4: Program Activities by Strategic Outcome 


Program Management for a Sustainable | Ongoing Successfully met 


Development strategy and initiatives 

e Leadership in new and emerging 
research domains 

e Excellence in R&D and innovation 

e Stewardship of large-scale S&T 
infrastructure 

e Research that benefits Canadians 

e Harmonization of international 
standards 

e New international S&T alliances 


Strategic Outcome: 2007-08 Contributes | 
An innovative, knowledge-based economy for Canada through research and Planned Actual to the 
development, technology commercialization and industry support Spending | Spending | following 
Expected results Performance | ($ million) | ($ million) | _ priorities 
Status* 
Research and © Contribution to the federalS&T | Successfullymet | 413.88 393.09 | Priority 1 and 


Priority 2 


Technology and e Contribution to the federal S&T Successfully met 194.00 

Industry Support strategy and initiatives 

e Advancement of new technology- 
based companies 

e Access to new technologies for 
Canadian companies through 
patents and licensing 

e Enhanced innovation capacity of 
firms 

e Improved dissemination of 
knowledge 

e Supporting Canadian industry 


187.36 | Priority 2 and 
Priority 3 
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2007-08 


Contributes 


| Strategic Outcome: 


An innovative, knowledge-based economy for Canada through research and Planned Actual to the 
| development, technology commercialization and industry support Spending | Spending | following 
Expected results ($ million) | ($ million) | priorities 


Performance 
Status* 


Successfully met 


Contribution to the federal S&T 

strategy and initiatives 

e Competitive research and 
development base for cluster 
development 

e Innovative firms and deep talent 
pools in regions across Canada 

e Community ownership of cluster 
initiatives — local leadership and 
strategies 

e Improved quality of life through 
increased productivity and new 
technology-based solutions in 
health, for industry, the 
environment, etc. Ei bee 

Internal Services** e Establishment of clear corporate | Successfully met 
strategic direction 

e Enhanced corporate governance 

e Enhanced decision support 

e Effective research management 
practices 

e Long-term stability of financial, 
human and capital resources 

e Effective communications with 

NRC stakeholders 


* Expected Results identified in the NRC 2007-08 RPP apply to a three-year period; therefore, performance is based on the overall progress towards 
the expected results. 

** NRC’s Corporate Branches provide policy, program advice and executive support for the coordination and direction of NRC's operations and the 
NRC Council contributing directly to Priority 4 and in a corporate support capacity, to Priorities 1, 2 and 3. 


NRC Benefits to Canadians 


NRC delivers on its strategic outcome by creating wealth, knowledge and social capital for 
Canadians. Figure 1-2 highlights the plans and priorities identified in the 2007-08 to 2009-10 
period (as identified in the NRC 2007-08 Report on Plans and Priorities (RPP)). 


Technology Clusters Priority 2 


7451 | 132.71 Priority 4 
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Figure 1-2: NRC Benefits to Canadians 


The Government of Canada 
NRC contributes to the Government of Canada’s desired outcomes of strong economic growth, an innovative 
and knowledge-based economy, and a clean and healthy environment. 


ES 


NRC’s Strategic Outcome 
An innovative, knowledge-based economy for Canada through research and development, technology 
commercialization and industry support 


ee 


NRC’s Priorities: 2007-08 to 2009-10 


* Create value through R&D in sectors 


* Invest in leading-edge research, 


* Build sustainability through research 


* Support Canadian industry and 


4. Program Management for a Sustainable & Agile Organization 


* NRC Strategy: Science at Work for Canada 
+ Address Management Accountability Framework commitments 
* Continue to address recommendations of the Auditor General of Canada 


1. R&D in Key Sectors and Areas 
Critical to Canada’s Future 


2. Community Technology 
Clustering Initiatives 


3. Integrated Industry Support 
that Engages Key Players 


* Increase innovation capacity of 
SMEs and help industry manage 
risks as new products are 
developed and marketed 

* Offer S&T information and 
intelligence to industry 

* Offer comprehensive 
commercialization support, 
including technology transfer and 
IP management 


with the greatest impact for Canada * Contribute to the economic viability 
of Canada’s communities 

* Help connect industry and key 
innovation players 

* Focus on cluster growth to create 
critical mass and build community 
innovation capacity 

* Develop a medium for regional 

delivery of national initiatives 


including increased horizontal and 
multi-disciplinary R&D 


in areas critical to Canada’s future 
research community through codes, 


standards, and investments in large 
scale R&D infrastructure 


NRC’s Overall Performance for 2007-08 


Operating Environment 


NRC has unique attributes that shape its operating environment, including: 


A national S&T infrastructure positioned to improve Canada’s innovation capacity in existing 
and emerging fields of research, build networks for researchers and businesses, train highly 
qualified personnel, create new technology-based companies and jobs and transfer knowledge 
and technology to Canadian companies. 

A core strength of over 4,000 talented and dedicated people, 17 research institutes, 15 
industrial partnership facilities, the Industrial Research Assistance Program (NRC-IRAP), the 
Canada Institute for Scientific and Technical Information (NRC-CISTI) and two technology 
centres. 

The ability to help companies move from discoveries in the laboratory to the development, 
prototyping and commercialization of these ideas and technologies for the global marketplace. 
The capacity to adopt an integrated approach that-brings research, technologies and industrial 
links together to provide access to international S&T infrastructures. 

The skills to manage research projects towards specific.outcomes as well as long-term goals. 
The capability to bring together multi-disciplinary research teams to tackle issues of national 
importance. 

The ability to put together national programs for delivery in regions across the country. 
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National S&T Infrastructure 
NRC delivers a national S&T program with laboratories, centres and facilities in communities 


across Canada (http://www.nrc-cnrc.gc.ca/contactIBP_e.html). 


Ownership, Management and Maintenance of Capital Assets 
Responsible for its own highly technical and complex operations, NRC manages 185 buildings 
totalling approximately 560,140 square metres of space. 


Funding 

NRC is funded through government appropriations. In the course of providing technical services to 
companies and other organizations, it recovers its costs for the purpose of reinvesting in the 
operation and maintenance of equipment and facilities. 


Internal Factors 
The ability to perform at the leading-edge of R&D and to support Canadian industry in becoming 
more technology intensive and innovation-driven requires the best available equipment, facilities 
and highly qualified scientists, engineers, technicians and other professionals. NRC faced 
challenges in sustaining these key resources over the last several years and focused on strategies 
to address them. 


In 2007-08, NRC initiated a review of all of its programs under its R&D Program Activity. This 

reorientation and refocusing of NRC’s R&D activities was done to enable NRC to better focus on its 

strategies, build critical mass and be a more responsive, agile and sustainable organization. This 

exercise was part of an organizational shift towards key sector plans, the development and 

implementation of national programs and the drive for new partnerships. Of note, the London- - 
based NRC-Integrated Manufacturing Technologies Institute was eliminated as a stand-alone entity 

and instead NRC has concentrated its research competencies in its construction and 

manufacturing programs. At the NRC-Institute for Marine Biosciences (NRC-IMB) in Halifax, NRC 

shifted some of its research activities away from a thrust in aquaculture to programs that better link 

with national priorities, particularly health and wellness. As well, the Urban Roads subprogram of 
the NRC-Institute for Research in Construction (NRC-IRC) was discontinued as it was determined 

that those activities could be more effectively be performed by the academic sector. Other changes 

were implemented in order to eliminate or realign research activities which were deemed to be a 

low priority, or demonstrated low efficiency, effectiveness, or relevancy. As a result, in September 

2007, 88 employees in indeterminate (continuing) positions were workforce adjusted. Following 

this exercise, NRC placed 48% of surplus employees into assignments or continuing positions. 

The placement rate by bargaining agent was 57% for Research Council Employees’ Association 

and 23% for Professional Institute of the Public Service of Canada. In terms of regional impact, the 

greatest impact was in London, Ottawa, and Halifax. 


In 2007-08, NRC began implementation of a new organizational structure for its communications 
function. It aligns with, and positions NRC’s communications function, structure, competencies and 
resources to support NRC’s Strategy as well as relevant Government of Canada S&T priorities. 


External Factors 
Economic Context - Canadian economic performance continued at a solid pace in 2007 with a real 
gross domestic product (GDP) growth rate of 2.7%, a slight deceleration from the 2.8% in 2006, 
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matching the average growth for the past five years.! Real personal expenditure on consumer 
goods and services was the strongest contributor, advancing 4.7% in 2007, its best performance 
since 1985. Labour income (up 6.1%) and corporate profits (up 5.8%) contributed to that strength.2 


Employment creation was at a three-decade high, bringing the unemployment rate down to 6% for 
2007, its lowest level since 1974. Employment grew 2.3% with 382,100 net new jobs created. 
Over three times as many full time jobs were created as part time jobs (293,400 versus 88,600), 
but growth in part time jobs was faster at 3% than that of full time jobs at 2.2%, in contrast to the 
two previous years where full time job growth exceeded part time job growth.? 


Relative to key currencies, the annual average value of the Canadian dollar appreciated against 
the U.S. dollar and the Japanese yen in 2007, by 5.5 % and 6.9% respectively in 2007, continuing 
the trend that began in 2003. The trend changed however against the euro and the pound with the 
Canadian dollar depreciating by 3.1% and 2.8%, respectively, on an annual average basis.4 


In Canada, private equity firms raised $5.8 billion in 2007, compared to $10.3 billion in 2006. 
Venture capital, accounted for 20% of the private equity market in 2007 compared to 16% in 2006. 
Venture capital activity focused even more heavily on expansion and other late-stage transactions 
in 2007, which captured 62% of total dollars invested. The higher levels of venture capital market 
activity experienced in 2007 can be attributed largely to the quality and quantity of opportunities on 
offer in Canada’s emerging technology sectors.5 


Dynamic local sector clusters and entrepreneurial communities have attracted more attention from 
risk investors, both at home and abroad. In 2007, Canada saw rising activity across all major 
sectors of interest - communications and IT, biopharmaceuticals and other life sciences and, 
increasingly, environmental technology. Key urban locales, such as Vancouver, Toronto, Waterloo, 
Ottawa and Montreal, are being recognized globally as fast-maturing innovative hubs, spawning a 
number of promising startups.® 


Performance on 2007-08 Priorities 


The following section summarizes NRC’S overall performance in relation to its 2007-08 priorities, 
listed in Table 1-3. 


1. R&D in Key Sectors and Areas Critical to Canada’s Future — Successfully met. 


Research and innovation are critical to Canada’s future economic growth and an improved quality 
of life for Canadians. As Canada’s foremost R&D agency, NRC concentrates its efforts on two vital 
elements of R&D excellence: quality and relevance. In 2007-08, NRC played a key role in helping 
Canada reach its full potential by performing research in fields that are of current and future 
importance from a social and economic perspective, in line with the federal S&T Strategy. 


' Canada's State of Trade: Trade and Investment Update 2008, http://www.dfait- 
maeci.gc.ca/eet/pdf/DFAIT_State_of_Trade-2008_e. pat 

2 Ibid 

3 Ibid 

4 Ibid 

° Private Equity Canada 2007, Thomson Reuters Canada and McKinsey & SNP ANNE 
http:/www.canadave.com/files/public/PrivateEquityCanada2007.pdf 

6-lbid 
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NRC’s R&D provided Canadian companies with increased access to new technologies through 
patents and licences creating an Entrepreneurial Advantage for Canada. In 2007-08, NRC R&D 
led directly to the creation of intellectual property (IP), with 196 patents applied for during the year 
and 69 patents obtained from applications made in previous years. NRC also signed 98 new 
technology licensing agreements with industry, contributing to the flow of innovation into business 
applications. These activities contributed to the program activity’s expected result of advancement 
of new technology-based companies. NRC researchers published technical reports, presented 
papers in conference proceedings and produced technical reports for clients during the year, 
disseminating knowledge for innovation and long-term value creation for Canadian industry and the 
public at large. 


NRC’s leadership standing in new and emerging research domains remained high. To contribute 
to Canada’s S&T Knowledge Advantage, NRC conducted research in areas of economic and social 
importance. From an economic perspective, investment and research in aerospace technology 
such as composite material aircraft components and turbine engine icing certification has kept 
Canada among the world leaders in this sector. Nanotechnology R&D at NRC resulted in 
advances to extend the service life of concrete and established novel approaches to nano- 
engineering of concrete structures. Improved materials, catalysts and advanced modeling and 
testing methods continued to solidify Canada’s position at the leading-edge of fuel cell technology. 


NRC also completed R&D activities that contributed to the well-being of Canadians. Genome 
research is ongoing in areas such as food production (e.g., productivity of canola crops) and 
treating of human and animal disease (e.g., cancer identification, diagnostic tools for heart attack 
patients, controlling human cholesterol levels). NRC researchers also conducted research in the 
areas of bioactives and nutraceuticals. Extracts and bioactives from such plants as cranberries, 
blueberries, hemp, hops and poppies were screened and evaluated for anti-oxidant, neuro- 
regeneration and anti-cancer effects. Novel techniques using magnetic resonance imaging (MRI) 
technology were developed and tested with positive results. These will eventually lead to less 
invasive diagnosis of breast cancer. R&D work was also completed to develop analytical methods 
for rapid and highly sensitive detection of chemical warfare agents, toxic agrochemicals and other 
toxins, to enhance the security of Canadians. 


Collaborating with industry and academia to further scientific frontiers was also a cornerstone 
activity for NRC during the reporting period. Major contributions in astronomy, sub-atomic particle 
physics and neutron beam experiments were made, such as: 

e Nanowave Technologies of Etobicoke, Ontario licensed a component of the Band 3 
receivers, developed by NRC for the Atacama Large Millimetre Array (ALMA) , 
manufacturing the 300 amplifiers needed for ALMA and marketing the technology 
globally to universities, research labs and semiconductor companies to be used in 
telecommunication systems, solid state physics research, materials research and low 
temperature physics research. . 

e The Canadian Neutron Beam Centre (CNBC) applied new neutron beam methods to 
soft materials and nanostructures and employed a new specialized spectrometer to 
study new hydrogen storage materials for clean energy. 

e The TRIUMF experimental facility TITAN made a mass measurement of Lithium-11 
and Helium-8, the world’s first precision measurement of these extremely short-lived 

_ isotopes. 
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NRC also continued to work with international standards bodies, ensuring compatibility of Canada’s 
National Metrology Standards with those around the globe, assisting in the development of new 
measurement science (e.g., nanotechnology) and determining standards and methods of 
measurement that impact directly on the ability of Canadian firms to trade internationally. 


2. Community Technology Clustering Initiatives - Successfully met. 


In support of Canada’s S&T Knowledge Advantage, NRC continued to explore and develop 
innovative models for S&T partnership and collaboration between federal departments and 
agencies and other sectors. During the reporting period, NRC was involved in the ongoing 
development of 11 technology clusters across the country. Technology clusters are community 
partnerships focused on building competitive advantage through research and innovation. NRC 
helped clusters develop technology road maps and fostered alliances that are being used to 
transfer technology to the cluster participants. These clusters focus on areas such as life sciences, 
information technology and e-business, ocean technology, aluminium transformation, photonics, 
biomedical technologies, plants for health and wellness, nanotechnology, fuel cell and hydrogen 
technology, nutrisciences and health, and sustainable infrastructure. Priority 2 contributes to the 
achievement of NRC’s Strategic Outcome by fostering innovation and economic growth through 
community partnerships. 


To contribute to increasing the impact of federal business R&D assistance programs, NRC-IRAP 
engaged and linked regional groups, through development of technical, financial and business 
networks that are the foundation of technology clusters. Over $1.5 million was contributed to 45 
innovation support organizations within six of the technology clusters in which NRC is involved and 
nearly $1.3 million in non-repayable contributions were made to 30 individual firms within the 
Clusters, toward technological research projects. Examples of cluster successes during the year 
include a $40 million initial public offering (IPO) of IMRIS Inc., a spin-off of NRC Institute for 
Biodiagnostics (NRC-IBD) within the Manitoba Biomedical cluster and filing of a patent on a 
biomarker for prostate cancer jointly between NRC-IIT and the Atlantic Cancer Research Institute, 
from the New Brunswick information technology cluster. 


NRC also continued to develop, build and operate Industry Partnership Facilities (IPFs) across 
Canada, providing unique facilities that are workplaces for collaborative research and incubation of 
new firms, including NRC spin-offs. IPFs also serve as resource locations for small- and medium- 
sized Enterprises (SMEs) and new enterprises. NRC currently has 15 IPF locations across the 
country, supporting 140 incubating firms in 2007-08, an increase of 10% from the previous 
reporting period. 


3. Integrated Industry Support that Engages Key Players — Successfully met. 


In 2007-08, the NRC Technology and Industry Support (TIS) portfolio worked closely with the NRC 
R&D portfolio to support the Government of Canada’s commercialization priority under the 
Entrepreneurial Advantage. Activities to increase the commercialization of research include 
technology licensing, provision of pre-commercialization assistance, mentoring and provision of 
business intelligence, access to national and international networks, knowledge dissemination and 
expertise, as well as helping companies create new products and/or technologies. 
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Industrial Technology Advisors (ITAs) from NRC utilized in-house developed capabilities to capture 
competitive technical intelligence to support Canadian industry. This facilitated better decision 
making on technology investments and research directions for NRC clients. An assessment 
completed during the year indicated that over the previous five years, NRC-IRAP client firms’ sales 
grew an average of 28% and overall firm employment grew 30%, with company assets growing by 
15%. 


NRC provides access to S&T information and intelligence to industry, with sophisticated tools and 
services to accelerate discovery, innovation and commercialization within Canada’s research and 
innovation community. During the reporting period, NRC completed 485,000 document orders for 
clients in the academic, health, government and industry sectors. A new suite of services, under 


the Discover banner, was launched to provide A 2007 Impact Evaluation found the extent to which 


Canadians with faster and easier access to over 
15 million S&T articles in the collection. The NRC 
Virtual Library provided NRC institute researchers 
with desktop access to licensed electronic journals 
and databases, with 258,000 site visits 
accumulated during the year. NRC continued to 
publish scientific journals, which have over 13,900 


NRC-IRAP, a federal business R&D assistance 
program, stimulates wealth creation within Canada 
is demonstrated by the overall net socio-economic 
benefits that it generates. By aggregating the 


impacts resulting from individual client-firm’s sales 
growth, cost reductions and the value of the 
advisory services provided to Canadian SMEs, 
between 2002 and 2007, the total wealth creation 


subscribers in 101 countries. In 2007-08, 6,192 
authors were published in 16 respected, peer- 
reviewed journals. NRC published five books 
during the year, with another nine in production. 


benefits of NRC-IRAP were in the range of $2.3 to 
$6.5 billion. 


4. Program Management for a Sustainable Organization - Successfully met. 


Performing leading-edge R&D and supporting Canadian industry to become more technology 
intensive and innovative requires state-of-the-art equipment and infrastructure, as well as highly 
skilled scientists, engineers, technicians and other professionals. During the reporting period, NRC 
established its corporate business plan for the next three fiscal years. The plan outlines an 
approach to enhance the financial flexibility of NRC, while ensuring financial and non-financial 
resources are aligned in support of the organization’s priority programs. NRC initiated a new 
organizational resource allocation process during the fourth quarter of 2007-08, requiring all 
institutes, programs and branches to develop and submit business plans annually. Funding of 
initiatives was based on the alignment of individual business plans with the corporate plan and the 
requirement to help NRC deliver on its priorities and the federal S&T Strategy. 


Significant investments in S&T infrastructure were also made during the year. Approximately 
$5.7 million was invested to address the most pressing infrastructure needs, focusing on health 
and saiéty, as well as asset life-cycle management. NRC also continued to invest in internal audit 
capacity, to assist in maintaining accountability across its program delivery. Five internal audits 
were conducted during the period and six more initiated. The independent Audit, Evaluation and 
Risk Management Committee, a sub-committee of NRC Council, which is comprised of members 
external to NRC, reviewed these reports. From an external audit perspective, NRC is currently 
addressing the recommendations provided by the Office of the Auditor General (OAG). 
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Section Il — Analysis of Program Activities 


This section provides an overview of how NRC’s Program Activities contributed to the progress 
made toward its strategic outcome. NRC Program Activities provide a balance between conducting 


R&D and delivering technical and innovation support services to industry and the public. 


Strategic Outcome 


An innovative, knowledge-based economy for Canada through research and development, 
technology commercialization and industry support. 


Program Activity: Research and Development 
This program activity includes research programs, technology development initiatives and 


management of national science and engineering facilities. 


These efforts all focus on key 


technological and industrial areas of Canada’s economy where NRC has specific roles and 
recognized competencies and where it can have a significant impact. 


Financial Resources ($ million) 


Planned Total Authorities Actual 
| 493.1 636.4 549.5 
| Human Resources - Full Time Equivalent (FTEs) 
Planned Actual | Difference 
| 3,160 3,258 | (98) 
Performance Highlights 


Performance Indicators 
(as identified in the 2007-08 RPP) 


Results 


Technology transfer (patents, licences) 


Spin offs/ins 
Publications in refereed journals / 
proceedings and technical reports 
External grants 
Leadership and contribution to federal 
horizontal initiatives 


Multi-researcher networks and centres of 
excellence 


Number and value of international 
collaborative agreements 


Increase in research collaborations, licensing, 


69 new patents received 

196 new patent applications 

98 licences issued _ Rt ' 

68 companies created since 1995 

1,330 published articles in refereed journals 

1,541 technical reports produced 

207 grants provided to NRC researchers and their partners 
Genomics R&D Horizontal Initiative - Licensing agreement with a 
Canadian biotech company for the worldwide therapeutic and 
diagnostic rights to Clusterin-specific antibodies for the treatment 
of cancer. 

Participated in 118 research networks 

217 positions held on editorial.boards of scientific journals 

473 adjunct professorships appointments in Canadian universities 
118 new international collaborative agreements worth $109 million 
407 new Canadian collaborative agreements with partners worth 
$159 million _ qulaiel 

42% increase in licensing revenue 


joint patent applications, etc. 
a aes ke ee 
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Research and innovation are critical to Canada’s future economic growth and an improved quality 
of life for Canadians. As Canada’s foremost R&D agency, NRC concentrates its efforts on two vital 
elements of R&D excellence: quality and relevance. In 2007-08, NRC played a key role in helping 
Canada reach its full potential by performing research in fields that are of current and future 
importance to the Canadian economy and that addressed important public and Government 
priorities. To achieve this, NRC worked in collaboration with industry, university and government 
partners in Canada and abroad. Creating value from knowledge, providing a national S&T 
infrastructure, maintaining and fostering international alliances and supporting the 
commercialization of federal R&D are integral parts of NRC’s business. 


A new patent is a key step in the continuum Figure 2-1: NRC IP Portfolio (2003-2008) 
from discovery to innovation. The strategic 


management of IP contributes to the 
innovative capacity of firms. In 2007-08, 
NRC applied for 196 new patents and 
secured 69 patents from applications made 
in previous years. Forty-nine percent of 
these were issued in the U.S., an 
Organisation for Economic Cooperation and — 
Development (OECD) recognized measure 
of competitiveness. Based on a 2003 


Millions ($) 


benchmarking study of best practices in IP_— A deh nae 


management, conducted internally, NRC 
changed its approach to screen disclosures 
early; conduct market research and patent _ an = is é 
analysis assessments: and regularly review Source: NRC Performance Information Database, 2008 
its IP portfolio to generate, identify and develop more “high potential commercial value” IP. 


MH Patent Applications [5 Patents Issued 
_CJLicences Issued = | _—@~Licensing Revenue 


By negotiating a licence agreement to use NRC technology, an industrial partner endorses the 
merit of NRC research and these agreements show a direct flow of innovation into business 
application. NRC entered into 98 new licence agreements in 2007-08 and IP licensing revenue 
was $9.47 million (See Figure 2-1). 


Just over $4.1 million of IP revenue in 2007-08 was attributed directly to the Meningitis-C vaccine 
developed by the NRC Institute for Biological Sciences (NRC-IBS). The Institute for Research in 
Construction (NRC-IRC) received approximately $2.0 million from several provinces for the use of 
information published as part of the National Building and Fire codes and used in individual 
provincial codes. 


Some other examples of NRC technology licensed to industry in 2007-08 include: 

e NRC Institute for Aerospace Research (NRC-IAR) signed a licensing agreement with Standard 
Aero Limited for non-destructive evaluation methods and associated component life- 
assessment techniques used in gas turbine engines. This licence increased the capabilities of 
the Canadian firm in supplying services to the international engine repair market. 

e The SIGDERS Dynamic (testing) Roofing Facility Unit was licensed by NRC-IRC to Les 
Laboratoires Shermont in April 2007. 
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e NRC Industrial Materials Institute (NRC-IMI) licensed low-coherence light interferometry 
scanner technology to Biocad Inc., for facilitating the installation of dental implants. Biocad has 
grown in both revenue and employment and has recently signed several marketing 
agreements with U.S and European partners. 

e Tecnar Automation Ltd., one of the first NRC-IMI spin-offs, was granted a licence for 
technology to conduct real-time analysis for improving the quality of galvanized steel plates 
used in the automotive industry. 

e NRC-IAR transferred Resin Transfer Molding (RTM) technology capabilities to Delastek, a 
Canadian SME. This transfer permitted Delastek to become the first RTM aerospace grade 
parts manufacturer in Canada, moving from the production of recreational vehicle parts to 
aerospace components. 


Patents, licence agreements and collaborative research agreements can be used to help 
demonstrate the commercialization outcomes of NRC’s R&D and their contribution to an 
Entrepreneurial Advantage for Canada. 


When NRC develops a technology with particularly strong market potential and no Canadian 
receptor capacity identified, entirely new companies may be created to commercialize the 
technology. These new companies create innovative products and services for the global 
marketplace and new jobs for Canadians. In 2007-08, the total new companies created since 1995 
remained at 68, accounting for approximately 552 full-time jobs and an estimated $470 million in 
cumulative investment, an 8% increase from last year. In 2007, investment from all sources into 


NRC new companies was $87 million.’ Ry 
. Figure 2-2: NRC Publications (2003-2008) 


Scientific papers in leading peer- ha 
reviewed publications and conference —gogq 2. Aeet & oy SIGE: 
proceedings are traditional  — 3599: |: 
internationally recognized measures of 3000 

research quality and relevance. They 2500 

are also a key tool for the dissemination  ~ 2000 } 4 
of knowledge and the creation of value © 1500 }— 
for Canada in the long-term. NRC has ~ 1° J} 
consistently produced over a thousand = °” 


Qos 


peer-reviewed publications each year — 2003-04 2004-05 2005-06 2006-07 ~—«2007-08 
over the last five years. In 2007-08, — Fiseal Yoar 
researchers published 1,330 articles in B Technical Reports i 
: © Papers in Conference Proceedings 
refereed journals. NRC researchers @ Refereed Journal Articles 
ee s E 4 — E ae 
also presented 821 papers at S&T Source: NRC Performance Information Database, 2008 


conferences and produced 1,541 
technical reports for clients (see Figure 2-2). 


NRC’s research excellence is also evident in the involvement of its researchers in multi-researcher 
networks and centres of excellence as well as the number of externally funded, peer-reviewed 
research grant proposals. In 2007-08, NRC researchers participated in 118 research networks, 
” Adventus Research Inc., Economic Impact of National Research Council Canada Spin-Off Companies 


2008 Survey, March 26, 2008. 
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held 217 positions in editorial |. : 
boards of scientific journals and Figure 2-3: Canadian Collaborations (2003-2008) 
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university partners, NRC signed 
407 new collaborative research Source: NRC Performance Information Database, 2008. 
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Canadian students, researchers 
and companies to the best-in-the- 
world capabilities. In 2007-08, NRC signed 118 new collaborative research agreements with 
international partners worth $109 million. The total number of active international collaborative 
agreements is similar to last year’s number (see Figure 2-4), with a total value over the lifetime of 
the agreements of close to $174 million. NRC’s international partners invest $3.41 for every dollar 
NRC invests. 


Source: NRC Performance Information Database, 2008 


Delivering on Expected Results 


Through its 19 research institutes and technology centres, NRC conducts long-term research in 
virtually every S&T-driven sector of the Canadian economy. In 2007-08, NRC focused on those 
sectors identified as having economic and social importance to Canada, and within those sectors, 
concentrated on four research priority areas identified in the federal S&T Strategy, namely 
environmental science and technologies; natural resources and energy; health and related life 
sciences and technologies; and information and communication technologies (ICT). In keeping 
with one of the Strategy’s core principles — partnerships — NRC pursued horizontal initiatives and 
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S&T collaborations among federal departments and agencies and between the federal S&T 
community and universities, industry, and the non-profit sector. The expected results of this 
program activity, as outlined in the NRC 2007-08 Report on Plans and Priorities were: 


Expected Results: 1. Contribution to the federal S&T Strategy and initiatives 
2. Leadership in new and emerging research domains 
3. Excellence in R&D and innovation 
4. Stewardship of large-scale S&T infrastructure 
5. Research that benefits Canadians 
6. Harmonization of international standards 
7. New international S&T alliances 


Achievements against the expected results are highlighted below. The results are organized in 
terms of contributions to the four priority areas and the core partnership principle of the federal S&T 
Strategy. 


Environmental science and technologies 


The following highlights progress on research within sectors that have economic or social benefits 
for Canada, with environmental technology elements. 


Facilitated Canada’s technology advantage in next generation aerospace industry - 
Expected Results 1, 3. Aerospace remains one of Canada's most important advanced technology 
sectors. The NRC-IAR Aerospace Manufacturing Technology Centre (AMTC) was designed to 
support the complete aerospace manufacturing supply chain, from SMEs to Aerospace Primes, in 
the development and implementation of modern manufacturing methods with the potential of cost 
savings. In 2007-08, the AMCT facilitated the advancement of one SME Tier 3 supplier to the 
position of a major Tier 2 system integrator. This particular SME utilized the Centre’s Automated 
Fibre Placement (AFP) machine to assist in the fabrication of fuselage sized composite material 
aircraft parts. The AFP provides a technology advantage for Canadian industry, as new 
environmentally friendly composite structures and other large components are quickly becoming 
prevalent in new aircraft designs. In addition, AMCT developed technology for coordinating robotic 
riveting and parts assembly within the aerospace industry and technology for high-speed grinding 
and materials removal. This advanced manufacturing technology was successfully transferred to 
the Canadian automotive industry. 


During the reporting period, NRC-IAR’s Structure and Materials Performance Laboratory continued 
to advance research in the areas .of micro-hardness and elastic modulus, for important 
developments in nanocrystalline covalent materials. These new materials are for use in aerospace 
applications, initially in new coatings for gas turbine engines. The manufacture of gas turbine 
engines is a major component of the Canadian aerospace sector. Using modeling and simulation, 
NRC identified and selected new materials, which do not yet exist. This innovative approach 
considerably reduces the time to develop new materials and thereby brings them to market both at 
a faster and lesser cost than traditional approaches. The NRC-IAR-Gas Turbine Laboratory (GTL) 
established a preeminent large engine icing certification facility at Mirabel Airport, considered to be 
among the top three in the world. This facility provides a technology advantage for engine 
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manufacturers, through enhanced cost-effective access to a world-class facility, at a time when 
alternative international facilities are increasingly schedule-constrained and expensive. 


Position Canadian industry as a key player in advanced manufacturing - Expected Results 
1, 3, 5. Advanced technologies are a key element to advancing manufacturing capabilities, 
expertise and ultimately retaining manufacturing employment within Canada. NRC R&D continued 
its ongoing contributions in this area. NRC-IMI continued to focus on engineering materials and the 
manufacturing sector. It supported the aluminum technology cluster in Saguenay, Quebec, the 
Industry Partnership Facility in Boucherville, Quebec and the Canadian automotive industry in 
London, Ontario. In London, NRC conducted an Opportunity Assessment Study in the fall of 2007, 
as the first phase of development of its automotive sector strategy. The findings point to potential 
environmental and energy benefits for the proposed direction of the NRC Automotive key sector on 
lightweight structural materials and alternative automotive propulsion systems. The study was 
presented to, and endorsed by, the Automotive Key Sector Steering Committee and NRC’s Senior 
Executive Committee. During 2007-08, NRC also provided access to sophisticated laboratories to 
manufactures for conducting pilot projects to demonstrate and validate new manufacturing 
technologies. 


With a focus on energy oriented processes and solution-driven materials to benefit the 
environment, the Institute for Chemical Process and Environmental Technology (NRC-ICPET) led 
the Advanced Electrical Storage Project that focused on four elements of technology development 
for the plug-in hybrid electrical vehicle (pHEV). These are energy storage, electrical drive 
components, power train optimization and regulations for emissions and fuel efficiency. The 
program is working with half a dozen Canadian companies who have produced prototypes. New 
technologies are being made available to industry as they evolve. The Program has registered 
nine patents and has issued licences to over 30 organizations, enabling the development of high- 
performance lithium ion cells for pHEVs and associated applications. 


Continued to support Canada’s commitment to reduce green house gas emissions and 
improve the environment - Expected Results 1, 2, 5. Aligning with the federal S&T Strategy, a 
number of NRC research institutes and programs applied their knowledge and competencies to 
climate change, energy, the environment and sustainable development. NRC-IRC commenced a 
four year Indoor Air Research Initiative as part of the federal government's Clear Air Agenda. To 
date, staff has completed the first phase of construction of the ventilation facility, prepared draft 
protocols for field experiments on Indoor Air Quality (IAQ) and health measures and secured new 
equipment for: a) the effective and comprehensive detection of contaminants, b) the automation of 
field measurements and c) the evaluation of [AQ products. In addition, a camera-based sensor for 
control of electric lighting and window blinds was developed to assist in energy conservation in the 
presence of natural light or when rooms are unoccupied. In addition, a long-term monitoring system 
for thermal comfort at individual workstations was developed, with its initial implementation at an 
office location in Toronto, to capture data for a three-month period. A new portable monitoring 
system was developed for measuring a host of indoor environmental conditions, with its first 
application scheduled to be a post-occupancy evaluation of “green” buildings. The long-term 
objective of this tool is the refinement of “green” building rating schemes. 


Environmental technologies for the protection of water resources — Expected Results 1, 5, 7. 
Fresh water is a critical resource throughout the world, with the protection and remediation of 
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ground and surface water an important element to improving the lives of people, including many 
Canadians. The NRC-BRI EMaMoc technology for the bioremediation of TCE (a human 
carcinogen) and other toxic substances from groundwater was transferred to a Canadian company 
through a licence agreement for commercialization in Canada and in Europe. This technology can 
help address major groundwater problems where TCE affects drinking water resources in 
groundwater aquifers, a major source of drinking water to Canadians. NRC-BRI in collaboration 
with the Université du Québec a Montréal in Quebec also developed a new bio-monitoring tool for 
the detection of cyanobacteria in surface water and lakes. Toxins produced by cyanobacteria 
represent a high risk to humans. Cyanobacteria algal blooms have affected several lakes in 
Quebec limiting the use of water resources to local residents. 


Natural Resources and Energy 


The following highlights progress on research within sectors that have economic or social benefits 
for Canada, with natural resources and energy elements. 


Support Canada’s leadership in Fuel Cells - Expected Results 1, 2, 3, 5. Fuel cell technology 
can provide a significant contribution to lessening the environmental impact we have on the planet. 
This is an international priority, and Canada has been a leader in the formative development of this 
technology. The Institute for Fuel Cell Innovation (NRC-IFCI) helped Canadian industry remain at 
the leading-edge of fuel cell technology. During the reporting period, research led to reducing 
costs for the manufacture of fuel cells by minimizing the amount of platinum required: improving 
efficiency through enhanced catalyst layer design and; increasing design integrity and reducing 
overall design time by utilizing advanced computer modeling tools during the design phase. 


NRC-IFCI's Technology Centre and its Incubation/Acceleration and Networking Facility provided 
opportunity for SMEs’ technology acceleration, integrated technology demonstrations and industry- 
university-government partnerships, contributing to Canada’s entrepreneurial advantage. During 
the reporting period, NRC scientists broke a number of barriers to develop the next generation of 
Proton Exchange Membrane Fuel Cells (PEMFC) that work at high temperatures and Solid Oxide 
Fuel Cells (SOFC) that work at low temperatures. NRC-IFC! developed Cermet supported SOFCs 
are becoming the benchmark product for further research in both Canada and Europe. 


NRC-IFCI also developed a novel architecture to deal with “dirty” fuels for SOFCs, using a tin 
anode, which has demonstrated higher performance than conventional technology found in the 
literature. Increasing the types of fuels usable by fuel cells contributes to wider adoption of the 
technology, ultimately reducing greenhouse gases. 


In addition, the Centre developed an in-depth fuel cell safety methodology for fuel cell laboratories 
that is being considered for International Organization for Standardization (ISO) certification. 
Furthermore, standards for Hydrogen sensors were developed in collaboration with partners 
Ballard and Natural Resources Canada and these were approved internationally and adopted as 
ISO Standards, benefiting the entire Canadian advanced manufacturing industry. 


The NRC-IFCI in Vancouver is home to the NRC Fuel Cell Program. This Program mobilized fuel 


cell expertise and research strength from a network of NRC research institutes across Canada. A 
total of $6.2 million over five years from 2003-04 through 2007-08 was allocated by the Climate 
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Change Technology and Innovation Program to NRC’s Fuel Cell and Hydrogen Program — a key 
horizontal initiative. NRC supplemented this investment with an additional $15 million of 
reallocations from existing A-base. The program has enabled collaboration across NRC and the 
development of key competencies in this important area. The program ended in March 2008. This 
year the program produced seven patents/patent applications, 64 published papers and 51 
conference presentations. Overall, results for the 5-year program include 31 patent applications, 
268 published papers over 50 conference presentations. These outcomes will provide a solid base 
for the collaborative program being planned this year by NRC, NSERC and Natural Resources 
Canada (NRCan) to focus on near-term technologies, bringing together capabilities within 
government and in universities to work with industry on fuel cell and hydrogen technology 
solutions. 


In line with Canada’s S&T Strategy, NRC continued to participate in collaborative research 
initiatives to improve the recovery of energy from traditional sources and develop alternative forms 
of energy. Within Natural Resources Canada’s Advanced Fuels Technology and Emission 
Reduction program, NRC-ICPET led the development of a newly patented optically based 
technology known as Laser-induced Incandescence (LII). This technology helps enforce some of 
the world’s toughest vehicle emission standards and it is licensed to a broad range of users, from 
regulatory agencies to vehicle designers. Environment Canada has used LIl to measure 
particulate emissions from advanced vehicle technologies to provide key insights into the tradeoffs 
between improved fuel efficiency and increased particulate emissions, which is a significant 
contributor to climate change. 


Build sustainability through oceans science — Expected Results 1, 2, 5. Canada’s oceans are 
a strategic resource of prime importance to humanity, the environment and industry. The Institute 
for Ocean Technology (NRC-IOT) integrates advanced technologies to achieve innovative 
solutions to meet the challenges relating to safe and efficient transportation, energy exploration and 
production, alternative energy, arctic navigation, seabed mapping and information gathering on the 
state of the oceans. The most advanced technologies for ocean observation and monitoring are 
autonomous underwater vehicles (AUV). During the reporting period, NRC-IOT conducted AUV 
deployments at the edge of the continental shelf in Newfoundland and under glacial ice off the 
coast of Greenland. The Institute identified new applications for AUV technology and continued to 
work with partners to further develop and integrate this technology for advancing ocean science. 


Health and related life sciences and technologies 


The following highlights progress on research within sectors that have economic or social benefits 
for Canada, with health and life sciences elements. 


NRC Genomics and Health Initiative - Expected Results 1, 3, 5. The NRC Genomics and 
Health Initiative continued to invest in large-scale horizontal research programs focused on 
bringing the benefits of rapid advances in the genome sciences and health research to a variety of 
Canadian industrial sectors. In 2007-08, the final year of its third phase of research activity, NRC 
invested over $22 million in research programs oriented toward diagnosing, treating and preventing 
human and animal disease, developing technologies for pathogen detection and advancing new 
technologies for cardiac care and the production of commercially valuable agricultural crops. 
During the reporting period, the fourth phase of research activity was established, with the focus on 
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research areas that will have socio-economic impact on Canadians including rehearsal systems for 
brain tumour surgery, productivity of canola crops, point of care diagnostic devices, cancer 
identification and diagnostic tools for heart attack patients. 


Natural health products and nutraceuticals - Expected Results 1, 2, 5. NRC-PBI continued 
working to enhance the innovative capacity and competitiveness of the Canadian plant-based 
natural health products industry for the health and wellness of Canadians by leading efforts to 
create a world recognized plant-based natural health products industry in functional foods, natural 
health products and nutraceuticals. In 2007-08, NRC established the Bioaccess Commercialization 
Centre, helping 47 client organizations in Western Canada by providing research expertise, 
business development support programs, expert business knowledge, resources and advice. 
Specific programs included BioPitch, a structured hands-on program that teaches entrepreneurs to 
turn their ideas into a compelling pitch that captures the attention of partners and investors: 
BioMap, an online resource that takes entrepreneurs from the idea stage to the launch of a new 
product; and BioFutures, a guide for future technology innovation in the industry. In addition, NRC- 
PBI performed field trials on plants for two commercially valuable products (nervonic acid for brain 
health and phytosterols for cardiac health), screened plant extracts from over 100 Western 
Canadian plants for anti-oxidant, neuro-regeneration and anti-cancer effects, evaluated 
blueberries, cranberries and grapes to identify bioactives associated with health benefits in fruit and 
characterized bioactives in hemp, hops and poppies. 


Scientists at NRC-INH are also involved in identifying how bioactive compounds found in nature 
can be used to improve human and animal health. During the reporting period, NRC researchers 
filed for patent protection for plant extract combinations for cholesterol management, lipid 
regulation and weight loss. A plant extract for control of pox virus infections was discovered and in 
cooperation with University of Prince Edward Island researchers, a novel assay to identify 
compounds to potentially protect against, or limit the damage of strokes was developed. 


Vaccines and pharmaceuticals - Expected Results 1, 3, 5. The Biotechnology Research 
Institute (NRC-BRI) continued collaborating with Canadian pharmaceutical and biopharmaceutical 
players and pursuing research opportunities to support domestic production of vaccines. In 
particular, NRC: 

* Initiated negotiations with Alethia Biotherapeutics for an exclusive licence for Clusterin 
mAbs. NRC scientists had identified antibodies that target Clusterin, a discovery that could 
lead to blocking metastasis of some types of cancer. 

=" Worked with Chlorion Pharma Inc. to screen for compounds to guide the development of 

drug leads for pain management. The screening was successful, leading to the design of 

a number of drug candidates, which are currently being tested. Based in large part on the 
promise of the company’s unique target and interesting compounds obtained with the help 
of NRC, Chlorion successfully raised $6 million in venture capital funding. This allowed the 
company to recruit a team of medicinal chemists and pharmacologists to develop lead 
compounds and conduct pre-clinical studies. 

= Provided assistance to Canadian SMEs to facilitate development and commercialization of 
their technologies. For example, NRC produced material for Artemis Technologies (rabies 
vaccine development) and for Oncolytics Biotech (Reolysin - experimental treatment for 
brain tumours). 
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= Exceeded its commitment to Sanofi Pasteur by producing, purifying and delivering an 
increased volume (more than six times) of bacterial protein for the development of its new 
vaccine. Sanofi indicated that the quality and level of service provided by NRC under the 
contract has greatly assisted its start-up of manufacturing, improving the opportunity for 
additional contracts during development and scale-up. 


NRC-IBS also supported this strategy, through: 

« Transformative Vaccine Formulation and Delivery: working with Piramel Life Sciences 
Limited, one of India’s largest health care companies, NRC moved the promising 
archaeosome (a microbe) technology into preclinical evaluations for a first vaccine 
candidate in 2009. To overcome complexities during production, NRC scientists 
developed a semi-synthetic method for production of archeosome-based vaccines and this 
technology resulted in a collaborative agreement between NRC and a small Canadian 
biotechnology company. 

« New Cancer Therapies: NRC expertise in molecular imaging and animal models of brain 
tumours was applied to evaluate novel drug entities to deliver chemotherapeutic treatment 
to brain tumours, in collaboration with a small Canadian biotechnology company. After 
successfully demonstrating brain tumour targeting in pre-clinical models, the project 
entered phase 1/II clinical trials for the most malignant of brain tumours in late 2007. 


Less invasive breast cancer diagnosis - Expected Results 3, 5, 7. NRC-IBD continued 
development of non-invasive examination techniques using MRI technology. The Institute 
continued to collaborate at the local, national and international levels with leading researchers, 
academics and industry participants. During the reporting period, significant progress was made in 
testing specialized MRI spectroscopy techniques, developing analysis protocols for dynamic- 
contrasted MR images and developing a tool to quantify breast lump borders. Development of a 
new Clinical protocol commenced, in collaboration with a breast radiologist and a full in vivo breast 
cancer patient study was initiated. This study will continue throughout next year. 


Neurochip for drug screening and testing - Expected Results 2, 5. NRC scientists pioneered 
the development of a neurochip - a complex interface of living neurons or brain tissue with 
patterned materials and multi-electrode arrays that can potentially be used in drug screening and 
diagnostic testing. NRC entered advanced discussions with a wide range of potential users of this 
technology, including academic research laboratories and industrial partners, to prove its efficacy 
for the study of neurological diseases and the screening of novel pharmaceutical candidates. 


Reveal the secrets of brain adaptation and regeneration - Expected Results 3, 5. NRC 
scientists discovered molecules that could help reduce the burden of Alzheimer’s disease or 
enhance brain recovery (angiogenesis-modulating peptides) after stroke-induced damage. NRC- 
IBS continued to develop novel peptides and molecules for early detection or treatment of 
Alzheimer’s disease, including executing an agreement with a mid-sized Canadian biotechnology 
company to evaluate new treatments for preventing neuronal loss and alleviating cognitive decline. 
NRC-IBS and NRC-IMI worked to develop novel advanced materials for tissue engineering for 
neurovascular repair. The research led to joint intellectual property disclosures, expected to drive 
the development of new biomaterials engineered to mimic natural tissues and accelerate wound 
healing, tissue regeneration and repair. 
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Information and communications technologies 


The following highlights progress on information and communications technology with potential 
applications within sectors that have economic or social benefits for Canada. 


Reduce industry risks and costs of working on next generation information and 
communications technology - Expected Results 1, 2, 3. Globally, information and 
communications technology development continues at a break-neck pace. The Institute for 
Microstructural Sciences (NRC-IMS) continued the development of functional materials and 
quantum devices to fuel the information revolution of the next decade. NRC-IMS is making 
significant advances in the development of nanomaterials and quantum devices that will help 
deliver solutions to diverse application areas such as biosensors, chemical sensing and quantum 
computing. NRC-IMS leads NRC’s ICT Sector Strategy, pulling together competencies from 
across NRC to launch a demonstration project for an intelligent sensor system. 


On the software side, the Institute for Information Technology (NRC-IIT) continued its development 
of technologies that facilitate the extraction of knowledge from data, enable people oriented 
systems and advance e-business protocols. In 2007, discoveries from the Social Networking 
Applied to Privacy project, led to thirteen peer-reviewed papers, nine invited research presentations 
and two keynote presentations, as well as a collaborative agreement with the Children’s Hospital of 
Eastern Ontario (CHEO) and the University of Ottawa to apply private data discovery to computer 
files for enhanced security. 


NRC-IIT’s Language Technologies Group, which is part of the Language Technologies Research 
Centre, continued to focus on developing new technologies related to translation, multilingual 
content management, language training and speech processing. The ongoing PORTAGE project 
remained a key activity. The PORTAGE technology underwent a number of improvements during 
the reporting period, refining its translation capabilities and increasing its speed. The PORTAGE 
technology was the basis of eight publications and generated eight commercial licences during the 
year. 


Fostering S&T horizontal and multi-disciplinary partnerships with other federal 
government departments, universities and Canadian industry 


Contributions to inter-departmental efforts to support the federal S&T Strategy - Expected 
Results 1, 2. NRC is actively involved in the interdepartmental effort to implement the new federal 
S&T Strategy. NRC participates on the ADM Committee on S&T, which is the whole-of- 
government coordinating committee for the federal S&T community and has been charged with 
overseeing implementation of the new S&T Strategy and monitoring progress. NRC also has 
membership on the Director General Sub-Committee on S&T Strategy Implementation (DGS!) and 
most of the 11 working groups mandated to address specific strategy commitments. NRC is 
making good progress in implementing a plan developed with the Natural Sciences and 
Engineering Research Council (NSERC) and the Business Development Bank of Canada (BDC) to 
deliver upon a specific commitment of the federal S&T Strategy—the alignment of these three 
organizations’ programs and activities. One of the R&D related initiatives was the launch of a joint 
nanotechnology call for proposals in energy, environment and ICT; and commencement of a round 
of provincial consultations to better align programs (four provinces visited so far). 
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The NINT — a NRC, University of Alberta, and Government of Alberta partnership— 
combines the strengths of a federal laboratory and a university to position Canada at the 
forefront of nano-scale discoveries that are expected to generate significant benefits in 
such areas as health and the environment - Expected Results 1, 3, 5. NINT continued to build 
strong links with industry. This year marked the opening of NINT’s Innovation Centre with the 
signing of the first 6 industrial tenants and occupancy of over 20% of the available space. This was 
the culmination of extensive space improvements and development of policies for occupation and 
operation that includes the option for tenants to use NINT equipment, processes and procedures to 
assist in their daily operations. In concert with the opening came the launch of six collaborative 
projects with Xerox Canada. This is the first time that Xerox has engaged an outside partner in their 
core research objectives, an indication of NRC’s standing as a leader in this area. The projects will 
explore materials design, materials characterization and modeling and simulation. 


Integrated nanotechnology research to promote and advance innovation — Expected Results 
1, 2, 3. Nanotechnology is an emerging research domain that cuts across a number of sectors. 
NRC-Nano, a cross-NRC initiative, was announced in June 2007 to increase the integration of 
nanotechnology expertise across NRC, as well as facilitate collaboration with external partners 
such as other government departments, universities, industry and international research centres. 


NRC's nanotechnology research is targeted at three main application areas that directly impact 
Canadian competitiveness: new materials and coatings; quantum devices for next generation 
computing and communications; and novel nanostructure devices for photonic, sensing and 
biological applications. This research spans twelve NRC research institutes and combines a 
spectrum of competencies ranging from fundamental understanding of the properties of 
nanostructures, through manufacturing of nanomaterials and nanodevices, to collaborative efforts 
aimed at applications in aerospace, construction, communication and health related industries. For 
example, in the construction sector, NRC continued its development of novel materials to increase 
the service-life of concrete and establish new approaches to nano-engineering concrete structures. 
It developed new material formulations containing nano-based cement products to control the 
release of chemical admixtures within concrete. A patent was published and discussions for 
scaling production to allow testing with concrete are underway with a major private sector 
enterprise. 


Two funding competitions were launched during the reporting period. The first supported three 
multidisciplinary research projects in the priority areas of therapeutics and diagnostics, nanoscale 
metrology and nanomaterials for solar energy applications. The second competition is a joint NRC- 
NSERC-BDC initiative to fund five projects ($5 million per year) in priority areas as part of the 
federal S&T strategy policy commitment to have existing organizations work effectively together to 
support the commercialization of research in Canada. The winning projects will develop 
semiconductor nano-composite materials, photon sources for quantum information processing, 
polyester nanocomposites and instrumentation for the physical characterization of nano-aerosols, 
for targeted impacts in the areas of energy, construction and ICT. A joint NRC, Natural Sciences * 
and Engineering Research Council of Canada (NSERC) and Business Development Bank Canada 
(BDC) project on Polyester Nanocomposites for Greener Transportation, Construction and 
Packaging was initiated to develop advanced approaches to cost-effective integration of nano- 
sized reinforcements and to transfer improved manufacturing technology to Canadian industry. In 
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2007-08, this joint initiative also launched a series of consultations across Canada to better align 
the programs of organizations with a stake in increasing commercialization outcomes. 


Worked with partners in industry and academia to enable leading-edge research — Expected 
Results 2, 4, 7. In keeping with the federal S&T Strategy’s core principle - fostering partnerships - 
NRC promoted partnerships with business, academic, and public sectors to accelerate the pace of 
discovery and commercialization in Canada. The Canadian Neutron Beam Centre (CNBC), part of 
NRC-SIMS, enables neutron beam experiments to be undertaken on behalf of universities, 
industry and government researchers across Canada and internationally. In 2007-08, CNBC 
applied new neutron beam methods to soft materials and nanostructures and employed a new 
specialized spectrometer to study new hydrogen storage materials for clean energy. Collaboration 
between CNBC and NINT/University of Alberta produced direct results in identifying nano- 
structured magnesium-aluminium hydrides as promising candidates for hydrogen storage in 
automotive applications, effectively exploiting NRC’s new capability for neutron analysis of nano- 
structured thin film structures. 


In 2007-08, the McGill University Health Centre (MUHC) moved two of its affiliated research groups 
to NRC-BRI to take advantage of both its clinical research and the research and development 
conducted at NRC-BRI. This collaboration has funnelled external funding to support the valuation 
and transfer process; identify and prioritize the best potential innovations from both NRC-BRI and 
MUHC; offer project management for selected technologies; incubate and accelerate the 
development of technologies; and facilitate the transfer of technologies to the private sector or 
create spin-off companies to exploit such IP. Specifically, the two organizations continued to work 
on joint projects related to structural biology and virtual screening, as well as setting up a joint 
medicinal chemistry laboratory on NRC premises. 


NRC-IBS was established as the lead in a multi-stakeholder initiative in molecular imaging for 
cardiovascular and brain pathologies, involving NRC-IBD, the NRC Steacie Institute for Molecular 
Sciences (NRC-SIMS), NRC-BRI, the NRC Institute for National Measurement Standards (NRC- 
INMS), NRC-IMI, the University of Calgary, the University of Victoria, McGill University and a small 
Canadian biotechnology company. Aan initiative to develop bioactives from natural products for 
human health applications was established by the NRC Institute for Marine Biosciences (NRC- 
IMB), the NRC Plant Biotechnology Institute (NRC-PBI), NRC-INH and NRC-IBS. 

; Canola product development is an $11 billion 
NRC-PBI identified @ novel component of canola aaa? industry. NRCPBI and Agriculture and 
seed oil, which could contribute to control of | Agri-Food Canada produced the world’s largest 
human cholesterol levels. NRC-PBI and NRC- | Brassica Expressed Sequence Tag (EST) 
INH continued to work together to test the collection, which contributed lo a repository | of 
pharmaceutical effect of canola seed oil with 437,000 Brassica ESTs that facilitated the design 
enhanced levels of this component, on the 


and construction of a high-density Brassica 94,000 
; feature CombiMatrix microarray. This high-density 
treatment of blood total cholesterol, high-density array will assist in targeting research on 
lipoprotein cholesterol, low-density lipoprotein | developmental processes that control seed growth 


cholesterol and triacylglycerides. and size and the metabolic processes that conirol 
oil synthesis. 


Leveraging collaborations with federal science-based departments and agencies to support 
National Security - Expected Results 3, 5. With Chemical, Biological, Radiological, and Nuclear 
(CBRN) Research and Technology Initiative (CRT!) funding, NRC-INMS collaborated with the 
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Canadian Food Inspection Agency, Defence Research and Development Canada and lonalytics 
Corporation to develop analytical methodologies for the rapid and highly sensitive detection of 
chemical warfare agents, toxic agrochemicals and toxins. In addition, a methodology for detection 
of trace levels of biotoxins within a variety of food matrices was developed. These methodologies 
have improved Canada’s ability to respond to chemical related threats by decreasing the analysis 
time from hours to minutes and improving the detection power by an order of magnitude. 


The NRC Centre for Surface Transportation Technology worked closely with the Department of 
National Defence (DND) to provide engineering design and prototyping services for the integration 
of a full communications suite and electronics counter-measures protection. The three-vehicle 
system is critical for proving and route clearing potentially dangerous vehicle throughways and thus 
keeping Canada’s soldiers safe. Detailed knowledge of DND’s Light Armoured Vehicle designs 
enabled NRC to design and deliver a number of Electronic Warfare equipped vehicles with new, 
complex electronic sensor and on-board processing capabilities that detect hostile enemy 
electronic signals. 


NRC-IRC collaborated with the Royal Canadian Mounted Police (RCMP) and Public Works and 
Government Services Canada (PWGSC) on several projects concerning the design and 
assessment of the speech security of meeting rooms, primarily to determine whether 
eavesdroppers could hear or understand speech from an adjacent meeting room. The work 
incorporated both physical measurements of building properties and subjective assessments of 
speech intelligibility into an accurate rating system. To date, measurement procedures have been 
developed, building design procedures prepared for preconstruction consideration and a speech 
security guide written for the practitioner audience. Work is continuing on a new American Society 
for Testing and Materials (ASTM) standard for measurement, updating the PWGSC Speech 
Security Best Practices Guide and the development of a quick measurement procedure for use 
during building construction or renovation. 


Support Canada’s long-term competitiveness through the adoption and mutual recognition 
of international standards - Expected Results 1, 2, 6, 7. Competing in the global marketplace 
continues to be increasingly important for Canada. NRC-INMS is Canada’s National Metrology 
Institute (NMI), determining standards and methods of measurement that impact directly on the 
ability of Canadian firms to trade internationally. In 2007-08, the Institute continued to work 
internationally, representing Canada in metrology organizations such as Comite international des 
poids et mesures (CIPM) and the Inter-American Metrology System (SIM). Institute staff 
participated in 35 CIPM Key Comparisons, which intended to demonstrate the equivalence of 
separate national measurement standards, ultimately reducing non-tariff trade barriers. Staff also 
participated on ten CIPM international Consultative Committees (CCs), that guide the development 
of global measurement standards and oversee international comparisons amongst member 
organizations. 


NRC-INMS analyzed, from a Canadian perspective, an international study on measurement needs 
in a variety of sectors that documented over 700 innovation impeding measurement issues, a$ 
identified by industry. The Institute initiated preparation of a proposal to renew Canada’s 
measurement innovation infrastructure, based on interviews with stakeholders across industry and 
NRC. Under the NRC-Nano initiative, funding was received to launch a project on metrology at the 
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nanoscale, which was identified within the international study as a sector requiring new 
fundamental measurement science. 


Leverage "Big Science" partnerships - Expected Results 3, 4, 7. Astronomy is “Big Science” 
and the leverage of international partnerships opens large and challenging projects to Canadian 
industry. In 2007-08, the NRC Herzberg Institute of Astrophysics (NRC-HIA) actively sought 
industrial participation in its projects and facilitated their engagement in other projects and related 
business ventures that make use of NRC technical and scientific expertise. Notably, Nanowave 
Technologies of Etobicoke, Ontario licensed a component of the Band 3 receivers, developed by 
NRC for the Atacama Large Millimetre Array (ALMA) , manufacturing the 300 amplifiers needed for 
ALMA and marketing the technology globally to universities, research labs and semiconductor 
companies to be used in telecommunication systems, solid state physics research, materials 
research and low temperature physics research. The French Atomic Energy Commission has 
already purchased two amplifiers for its advanced nanomaterials research, as has the California- 
based Combined Array for Research in Millimeter-wave Astronomy. 


Facilitate the implementation of Canada’s Long Range Plan for Astronomy and 
Astrophysics (LRP) - Expected Results 4, 7. NRC-HIA executed NRC’s mandate to “operate 
and administer any astronomical observatories established or maintained by the Government of 
Canada.” This included activities at telescopes in Victoria and Penticton, as well international 
facilities including the Canada-France-Hawaii Telescope (CFHT), the James Clerk Maxwell 
Telescope (JCMT) and the Gemini Telescopes in Hawaii and Chile. NRC-HIA is a key contributor 
to Canada’s Long Range Plan for Astronomy and Astrophysics (LRP), participating in key 
international astronomy projects. In 2007-08, NRC-HIA continued to participate in construction of 
ALMA and prepared the Thirty Metre Telescope (TMT) Construction Proposal. A prototype 10m 
composite antenna was manufactured in-house by an NRC-HIA team for the Square Kilometre 
Array (SKA), attracting considerable international attention as a potential solution to providing the 
international SKA with low cost, high-performance collecting area. Notable research achievements 
included the analysis of polarized radio emission from 1200 square degrees of the Milky Way. This 
is an important step towards understanding the role of magnetic fields in the Milky Way and their 
influence on the processes of star birth and death. As part of the Institute's outreach program, the 
visitor centre in Victoria attracted about 10,000 Canadian schoolchildren and a comparable number 
of adults. 


Program Activity: Technology and Industry Support 


This program activity includes dissemination of scientific, technical and medical information; 
provision of innovation assistance and engineering and technology-based facilities; contributions to 
the commercialization process; intellectual property management; new company creation and 
Strategic partnerships for Canadian SMEs, NRC institutes, the public and other government 
research organizations. 


| Financial Resources ($ millions) 


Planned Total Authorities Actual 
219.3 229.4 221.6 


SS SSS SSS SSS SES 
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Human Resources (FTEs) 


Planned Actual Difference 
884 1,022 138 
Performance Highlights 


Performance Indicators | Results 


(as identified in the 2007-08 RPP) 

New firm formation (incubating firms | — 14.8% increase in incubating firms 

and co-locating firms) _— 140 incubating firms 

Investment attracted to the cluster — Over $155 million leveraged by NRC from the private and public sectors 
Technology transfer — 98 licences issued 

Knowledge dissemination — Technical, research and business assistance to 7,645 Canadian SMEs 


_— Over 2,900 CTI services provided including user assistance, quick 
references, information searches, information reports, CT! briefs, 
scientific, technical and medical alerts, training and presentations 


Highly-qualified personnel to _— Increased the number of graduate placements 

Canada — 675 graduates including 331 new graduates provided with the opportunity 
| to work with 454 SMEs across Canada 

Client success — Firms exhibited an 11% increase in sales and a 14% increase in 


employment for each 1% increase in both contribution agreement funding 
| and the supply of advisory services 
— 77% of SME clients indicated that NRC-IRAP “allowed (the) firm’s 
expansion”: with 60% stating that the impact was “moderate” to “large” 
— 75% of SMEs indicated that the Program “increased (the) company's net 
worth”; with 53% identifying that the impact was “moderate” to “large” 
— Client-firms average growth in sales 28%, employment 30% and assets 


— 15% P ; 
Economic, social and environmental | — Between 2002 and 2007, the total wealth creation benefits of the 
impact Program were in the range of $2.3 and $6.5 billion. 


Canada’s private sector is dominated by SMEs, of which 98% have fewer than 100 employees. 
Within this context, Canadian SMEs often lack the capacity to invest in innovation to take full 
advantage of the outsourcing and off shoring realities of globalization and realize the opportunity 
that would make them key players internationally. Clusters are broadly based community 
partnerships that focus on achieving competitiveness for Canadian industry and, as such, are an 
appropriate mechanism to encourage SMEs to invest together and share risks in pre-competitive 
R&D. 


Nations around the world have recognized the central role of science and technology in addressing 
the challenges to competitiveness and productivity caused by the advent of globalization. Many 
countries have recognized the importance and potential of technology clusters. Business, 
academia and governments form partnerships. Typically, the partners jointly develop a technology 
roadmap to identify critical research and technology domains important to the community. This is 
the basis for coordinated and integrated action. 


A cluster’s lifecycle can be broken down into two phases. Phase 1 - the first five years - focuses on 
augmenting the research and innovation capacity in communities. The second phase focuses on 
attracting additional private sector partners, a more comprehensive integration of community 
players, the operation of infrastructure and technology transfer and commercialization. 
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NRC's Technology Clusters have encouraged research partnerships between federal, provincial, 
and municipal governments, industry, and the higher-education sector. Technology Clusters are 
accelerating the commercialization of new technologies produced by small and medium-sized firms 
and are building regional S&T capacity in key sectors and industries across Canada, including 
ocean technologies (St. John’s, Newfoundland and Labrador), aluminium technologies (Saguenay— 
Lac-St-Jean, Quebec) and fuel cells and hydrogen technologies (Vancouver, British Columbia). 


The Government of Canada has injected staggered investments of $554 million in NRC’s 11 cluster 
initiatives since 1999-2000. All of NRC's technology cluster initiatives have received two phases of 
funding from the Government of Canada. Table 2-1 provides details on the financial resource 
allocations for the second phase funding cycles to date. 


Table 2-1: Allocation of Resources for NRC Technology Cluster Development 


Location Focus | Resources 
2005-06 to 2009-10 guys & 

Halifax, NS __| Life sciences (NRC-IMB and NRC-IBD) $19.5 million 
Fredericton and Moncton, NB Information technology and e-Business $48.0 million 
St. John’s, NL ~ | Ocean technology | $16.0 million 
Atlantic Canada Coordination, administration, special studies, | $26.5 million 


innovation assistance, S&T knowledge/information 
dissemination 


| 2007-08 to 2009-10 


Saguenay-Lac-Saint-Jean, QC | Aluminium transformation 25.4 million’ 
Ottawa, ON Photonics $21.1 million 
Winnipeg, MB _| Biomedical technologies $4.0 million 
Saskatoon, SK Plants for health and wellness r $3.2 million 
Edmonton,AB_ | Nanotechnology $34.5 million’ 
Vancouver, BC Fuel cell and hydrogen technologies $11.5 million 
2008-09 to 2009-10 

| Charlottetown, PE Nutrisciences and health $8.0 million 
Regina, SK Sustainable infrastructure | $4.0 million 


‘An additional $5.0 million received in 2001-02. 

* Canada Economic Development for the Quebec regions contributed $27.0 million to this initiative in 
200102 Sk pe 2 

3 The Province of Alberta also contributed $60.0 million over the period 2003-04 to 2007-08. 


Delivering on Expected Results 


For NRC, conducting world-class research is only part of the journey towards Canadian success 
within the domestic and global marketplace. NRC is also the bridge that connects industry and key 
innovation players to this leading research and_ IP, Supporting the development and 
commercialization of new technology for Canadian firms. NRC programs support a range of 
industry players, from start-ups and incubating firms to established companies that already 
compete globally. NRC fosters all three distinct Canadian S&T advantages: an Entrepreneurial 
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Advantage, a Knowledge Advantage, and a People Advantage. Dissemination of scientific and 
technical innovations (creating a Knowledge Advantage) to Canada’s industrial, research, and 
academic communities (creating a People Advantage), ultimately leads to enhanced Canadian 
economic activity through commercialization of new technologies (creating an Entrepreneurial 
Advantage). The expected results of this program activity, as outlined in the NRC 2007-08 Report 
on Plans and Priorities were: 


Expected Results: 1. Contribution to the federal S&T Strategy and initiatives 
2. Advancement of new technology companies 
3. Access to new technologies for Canadian companies through patents 
and licensing 
4. Enhanced innovation capacity of firms 
5. Improved dissemination of knowledge 
6. Support to Canadian industry 


Achievements against the expected results are highlighted below. The results are organized in 
terms of contributions to the three advantages of the federal S&T Strategy. 


Knowledge Advantage 


Engage and link community groups through horizontal support (NRC-IRAP and NRC-CISTI) 
— Expected Results 1, 2, 4, 6. In 2007-08, NRC-IRAP continued to engage and link regional 
groups to develop further the technical, financial and business networks vital to cluster 
development and translate more research into commercial outcomes. In 2007-08, NRC-IRAP 
contributed $1.55 million of NRC cluster funding to 45 different innovation support organizations 
within six NRC technology clusters, which ensured that SMEs had access to needed pre- 
commercialization support. This included NRC-IRAP support to industry-driven organizations that 
promoted regional technology clusters, such as Newfoundland’s OceansAdvance, PEl’s 


BioAllliance, Saskatchewan's Biomedical 
Commercialization Canada and Manitoba's BioAccess | A study conducted in British Columbia 
Commercialization Centre. indicated that when compared to non NRC- 


IRAP clients, the Program’s client firm 


NRC-IRAP also directly contributed to the growth of 30. | just ™® pred alk i a gl 
individual firms within the NRC clusters by providinga | : ; . 


ee ver payroll grew faster for NRC-IRAP clients than 
total of $1.28 million non-repayable contributions, on a | non-clients by about 25%. Shareholder equity 


cost-shared basis for their respective technological | growth of clients outperformed that of non- 
research projects. NRC-IRAP fully expended its NRC | Clients by a factor of almost seven. 

cluster funding, leveraging an additional $15 million of 
R&D expenditure within seven technology clusters in which NRC participates. 


During 2007-08, NRC-CISTI’s Information Intelligence Services program offered a range of 
products and services to NRC-IRAP industrial technology advisors and their SME clients through a 
network of specialists in 17 communities from coast to coast. NRC-CISTI staff, who are co-located 
in 9 regional technology clusters, provided scientific, technical, medical and business-related 
information, search and analysis services to NRC researchers, companies located in industrial 
partnership facilities and external clients within the region. 
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In addition, NRC-CISTI provided regional clients with more than just access to scientific, technical 

and medical information, as it provided answers supporting business decisions. NRC-CISTI 

provided NRC-IRAP industrial technology advisors with competitive technical intelligence (CTI) that 

contributed to successful regional client SME commercialization outcomes. CTI has demonstrably 

led to reduced risk of NRC-IRAP investments and commercial success for SMEs. The information 

and analyzes helped to establish the technical feasibility and market potential of a product, 

strengthened business cases and identified potential partners. Impact statements collected from 

participants in 2007-08 include: 

e “Without the CTI Brief, [NRC-]IRAP would not have invested in the technology.” 

e ‘The SME followed up on [NRC-CISTI alternative product suggestions by looking at other 
applications of the technology.” 

e "[NRC-|CISTI information helped to get the company to move in a new direction.” 


Enhance collaborative partnerships —- Expected Results 2, 9, 6. In 2007-08, in line with the 
federal S&T Strategy, NRC increased its efforts to develop collaborations and partnerships with 
industry and engage stakeholders to contribute to the development of clusters across Canada and 
increase the pace of discovery and commercialization. NRC-IRAP is a key integrator and attractor 
and brings synergy to the clusters. NRC-IRAP’s approach to building and supporting technology 
Clusters differs from and builds on, its usual method of reacting to a specific firm need. The cluster 
approach is community, not firm-based; proactive, not reactive; benefits are intended to accrue to 
all players within the cluster supply chain, not just one firm; and support is targeted to the specific 
needs of the cluster’s stage of development, not on one organization's readiness. As one example, 
in 2007-08, NRC-IRAP supported New Brunswick SMEs jn the fields of knowledge management 
and semantic web techniques, helping them collaborate on proposals for national tenders to attract 
business opportunities flowing from the rest of Canada. Additionally, over the last three years, 
numerous small contracts in the areas of website creation, international website standards analysis 
and graphic design have led to various collaborations between members of this network. The 
network enabled members to become better acquainted with one another and to develop an 
interest in collaborating through their own initiatives. This year members of the Centre international 
de développement de l'inforoute en francais (CIDIF) network identified a major opportunity, 
prepared a joint proposal and were awarded a contract from Canadian Heritage for a project titled 
“Knock on Wood” worth approximately $400,000. 


Focus on cluster growth to create critical mass and build community innovation Capacity - 
Expected Results 1, 2, 3, 4, 5, 6. The successful growth of dynamic technology clusters will not 
be the result of a single organization — clustering is a collaborative and iterative process that 
requires active commitment from all stakeholders. NRC contributed to the growth of Canadian 
technology clusters by: 


= Bringing the leadership needed to gather stakeholders together to define a collective vision 
= Building trust within a cluster by fostering networking and collaborative R&D between firms 
= Motivating other levels of government to share in the vision 


= Maximizing the use of scarce resources by leveraging funds (e.g., investing in much- 
needed scientific infrastructure, sharing experts between universities and NRC labs) 
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= Establishing a focal point for the cluster by acting as a neutral ground for the private sector 


to meet and attract in outside investment 


= Identifying bottlenecks to SME growth and creating targeted solutions for technology 


transfer and commercialization 


= Connecting firms and researchers across the country and around the world through its 


national mandate and international reputation 


The following are examples of cluster initiatives that NRC moved forward in 2007-08: 
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Nanotechnology (Alberta) - Nanotechnologies, involving scientific discovery at the 
nanoscale, are expected to revolutionize how people work and live, with the potential to 
resolve a number of energy and environmental challenges. NRC is helping Canada stake its 
place in nanotechnology through its role in NINT, a multi-disciplinary institution funded by the 
federal government, the University of Alberta and the Government of Alberta. NINT’s goal is 
to deliver nanotechnology applications in areas that can create and grow a sustained cluster of 
high technology industries that deliver social and economic benefits to Alberta and to Canada. 
These goals are aligned with the federal S&T Strategy. The focus of NINT’s research is the 
integration of nano-scale devices and materials into complex nanosystems that are connected 
to the outside world. During the reporting period, patents were filed for nanostructured high 
surface area electrodes and for porous thin-filmed optical devices, both technologies that have 
applications in energy devices and flat-panel displays. Licensing discussions for technology 
transfer to the private sector are ongoing. 


NINT continued to work with nanoMEMS Edmonton and Tec Edmonton to bring together local 
proponents and accelerate the growth of nanotechnology by attracting firms and investment to 
the region. The NINT Innovation Centre opened in 2007-08, after the completion of extensive 
space improvements and development of private sector occupation policies. Six industrial 
tenants were signed, occupying over 20% of the available space. 


Biosciences (Prince Edward Island and Saskatchewan) - NRC-INH continued working with 
the PEI biosciences cluster to support its development. NRC-INH played a key role, through 
its IPF to attract six new ventures to the cluster, with two others currently competing for the 
final IPF spaces. In 2007-08, NRC-INH had nine active collaborative research agreements 
with cluster members totalling $4.9 million in value and 13 fee-for-service agreements 
generating more than $350,000 in revenue with industry partners. NRC-INH assisted these 
private sector firms to improve their intellectual property portfolios, with one firm filing for 
patent protection jointly with NRC. During 2007-08, NRC-PBI made significant investments in 
research and development infrastructure to support the growth of the Plant Biotechnology 
Cluster in Saskatoon. Specifically, it acquired instrumentation to improve sensitivity, increase 
the range and reduce the analysis time for hormone profiling. It also purchased a state of the 
art DNA Sequencer (one of only three in Canada) to enable cluster participants to resolve 
hundreds of DNA sequences in one run. Research, development and commercialization — 
activities in these clusters focused on the federal S&T Strategy research priority — health and 
related life sciences and technologies. 
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Build on successes from NRC’s Atlantic Initiatives, Phase | - Expected Results 1, 2, 3, 4, 5, 
6. NRC continued to nurture the growth of its Atlantic cluster initiatives by maintaining leading- 
edge research capabilities (infrastructure and human capital), developing research collaborations 
with cluster firms, fostering increased networking and knowledge-sharing and supporting the 
involvement of firms and other partners in the cluster. : 


e Information Technology (New Brunswick) - NRC-IIT continued to be a key provider of 
innovation infrastructure and programs, to bridge R&D to innovative New Brunswick products. 
Exemplifying S&T collaboration and a results-based approach, NRC-IIT jointly filed a patent 

_with the Atlantic Cancer Research Institute on the biomarker for prostate cancer. The 
technology enables the cost effective and highly accurate sorting and analysis of gene- 
expression data and won the Canadian Information Productivity Awards Gold Award for 
Innovation in November 2007. Complementary development for identifying colon cancer 
biomarkers was completed and a patent is currently pending for this technology. Research, 
development and commercialization activities in this cluster focused on the federal S&T 
Strategy research priority — information and communications technologies. 


e Ocean Technologies (Newfoundland and Labrador) - NRC-IOT continued to lead the 
ocean technology cluster-building process by working with industry, government and 
academia. Industry participation in the Cluster grew steadily throughout the year. Companies 
in the Cluster now number more than 50, with an increase of 15% over the previous year. 
Those companies have spent about $17 million on R&D activities during the reporting period 
and generated some $259 million in total sales revenue. Building on Atlantic Investment 
Partnership (AIP) funding, NRC-IOT opened the Ocean Technology Enterprise Centre (OTEC), 
which operated at full capacity during the reporting period. OceansAdvance, the public-private 
joint venture created to drive cluster development, completed a Strategic planning exercise, 
resulting in the development of a 10-year ocean technology growth strategy. OceansAdvance, 
NRC and the Provincial Government also released the inaugural Ocean Technology Cluster 
Tech-Knowledge Map during the year. Research, development and commercialization 
activities in this cluster focused on the federal S&T Strategy research priority — natural 
resources and energy. 


e Life Sciences (Nova Scotia) - The Life Sciences cluster in Nova Scotia is a well-established 
and diverse community of private sector companies, academic institutions, government 
departments and industry organizations. NRC-IMB established its role within the cluster as a 
direct research and development support mechanism for industry. The NRC-IMB IPF provided 
fee-for-service testing, technical instrumentation training, access to laboratory equipment and 
networking opportunities for cluster members during the reporting period. Currently IMB has 
29 active agreements with partners, valued at more than $12 million. The NRC-IBD 
Biomedical Research Laboratory, located at IWK Hospital in Halifax, held its grand opening in 
the fall of 2007 and is ready for collaborative efforts with partners such as Dalhousie University. 
Research, development and commercialization activities in this cluster focused on the federal 
S&T Strategy research priority — health and related life sciences and technologies. 


Build on the success of the Information Intelligence Services program — Expected Results 1, 


5, 6. NRC-IRAP and NRC-CISTI continued to develop capacity (a People Advantage) to provide 
CTI and information analysis services in order to provide best-in-class strategic advice to cluster 
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participants and optimize NRC investments. NRC-CISTI’s Information Intelligence Services offered 
a range of products and services to R&D clients across the country, as highly-trained technical 
business analysts prepared reports to facilitate client decisions on technology investments and 
research directions. NRC-IRAP developed in-house capabilities to capture CTI. ITAs capitalized 
on CTI to support their capability to provide advisory services to clients and to help them make the 
best possible investments with client firms. Client satisfaction is high, with a recent survey of 
Atlantic Region NRC-IRAP industrial technology advisors rating the CTI service at 4.6 out of 5. 


Offer Scientific and Technical information and intelligence - a Knowledge Advantage to 
Canadian industry - Expected Results 1, 5, 6. NRC-CISTI is Canada’s national science library 
and one of the largest comprehensive sources of scientific, technical and medical information in 
North America. Through its publishing arm, NRC Research Press, NRC-CISTI is also Canada’s 
foremost scientific publisher. NRC-CISTI's information specialists, technical business analysts and 
technical information analysts provide value-added information services and competitive technical 
intelligence reports to NRC-IRAP SMEs, NRC researchers and other clients through the NRC 
Information Centers co-located with NRC institutes 
across Canada. NRC-IBD, along with NRC partners NRC- 
IRAP and NRC-CISTI worked directly with 
In 2007-08, NRC-CISTI continued to provide Canada’s SE ne eee Wereteeten 
research and innovation community with tools and challenges and opportunities and enhancing 
services for accelerated discovery, innovation and | their competitiveness. Together, the three 
commercialization of research. It created value for | Institutes produced the award-winning Medical 


Canadians by improving the flow of scientific information | Technology Watch newsletter, which 
in three ways: enhances awareness in the medical devices 
sector. 


e collaborating with partners to develop a networked cyber-infrastructure to provide enhanced 
access to the world’s electronic scientific, technical and medical research information and data, 
encompassing new and existing open access content repositories and intelligent search and 
analysis applications; 

e developing and supporting Canada’s electronic scientific publishing infrastructure by integrating 
online peer review, editing and publishing tools and Web 2.0 features to enable dissemination 
and discovery of Canadian research worldwide; and 

e expanding services to support commercialization and SMEs, such as competitive technical 
intelligence and patent information analysis — “actionable” information. 


NRC-CISTI’s National Science Library document delivery service filled 485,000 document orders in 
2007-08, half from Canadians. Core clients were in the academic, health, government and industry 
sectors, with 29 clients from amongst the top 60 R&D spenders in Canada. NRC-CISTI continued 
to innovate, launching a suite of services under the Discover banner to give Canadians faster and 
easier access to 15 million articles in the collection, which is being strengthened in the areas of 
health, the nine key R&D sectors identified in the NRC strategy and resources to support 
commercialization of research. The NRC Virtual Library provided NRC institute researchers with 
desktop access to licensed electronic journals and databases. This past year NRC-CISTI 
significantly expanded NRC researcher access to scientific, technical and medical research 
publications by subscribing to Scopus, a searchable database of article abstracts with citations 
from 15,000 peer-reviewed journals as well as conference proceedings, patents and other content 
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from around the world. NRC professionals made 258,000 NRC Virtual Library site visits in 2007- 
08, an increase of 12.5% over the previous year. 


In 2007-08, NRC provided funding for the development of the NRC Publications Archives, a NRC- 
ClSTI-hosted open access repository of research papers and articles authored by researchers 
across NRC, who collectively produce more than 3,500 articles per year. Free access to NRC 
publications increased the visibility and impact of federally-funded research in Canada and around 
the world. CISTI Lab, an open virtual platform for demonstrating and evaluating prototype 
knowledge discovery applications such as text mining, visualization tools and research paper 
citation analysis, was implemented in 2007. 


The NRC Research Press publishes 16 scientific journals with 13,900 subscribers in 101 countries. 
In 2007-08, 6,192 authors were published in these respected peer-reviewed journals. In addition, 
the Press publishes 15 journals on behalf of client scholarly societies. The 31 journals combined 
represent 40% of the scientific, technical and medical journals published in Canada. Of the 30 
editors, 28 are Canadians with a Ph.D. level education: 9 editorial offices are co-located at 
Canadian universities, enhancing the global reputations of these professors and their faculties and 
universities. In addition, the Press published 5 books in 2007-08, with another 9 in production, 
most available in both print and electronic formats. 


The Press leads in Canadian electronic publishing innovation: its 16 journals are published in 
electronic format, 14 of which now include multimedia publishing capacity and reference linking. 
The project to digitize journal back issues - a million Pages - was completed in 2007 making 
decades of Canadian research only a few clicks away. A project to digitize more than 75 years of 
The Forestry Chronicles back issues was also completed. The federal Depository Services 
Program funds free electronic access to 15 Research Press journals by Canadians. About 600,000 
article downloads in 2007 validates the importance of this scientific resource. The Press continues 
to explore open access business models, launching the fee-based Open Article option in January 
2008 that offers authors the choice of making their articles available free upon publication. 


The Information Intelligence Services program specialists locate, filter and analyze information, 
meeting a growing and crucial need for Canadian entrepreneurs in an era of information overload, 
fast innovation and international competition. In 2007-08, there were 19,500 literature searches, 
patent analyzes, reports and other deliverables supplied to NRC institute and cluster clients and an ~ 
additional 2,900 deliverables to IRAP ITAs. In 2007-08, the program expanded to provide services 
on a cost-recovery basis. For example, these services are contracted to the Centre quebecois de 
valorisation des biotechnologies until 2010, the first agreement with a non-governmental 
organization. 


People Advantage 


Attracting and Retaining Highly-Skilled Workers - Expected Results 1, 4. In January 2008 the 
opening occurred of the Biomedical Magnetic Resonance Imaging Lab (BMRL), located in the IWK 
Health Centre, Halifax. This is a direct result of a thriving collaborative partnership between IWK 
and the National Research Council (NRC). The state-of-the-art research facilities will attract world- 
Class researchers and physicians. Improved health outcomes will result from the sophisticated 
technology-driven assessment approaches used in the new lab. 


SECTION Il — ANALYSIS OF PROGRAM ACTIVITIES 37 


Providing Work Experience to Canada’s Youth - Expected Results 1, 4. The renewal of the 
NRC-IRAP’s terms and conditions allows the NRC-IRAP to continue to deliver two federal Youth 
Employment Strategy (YES) initiatives. These initiatives allow graduates to gain valuable work 
experience and firms access to up-to-date skills and expertise. In 2007-08, there was an increase 
in the graduate placements with approximately 675 graduates including 331 new graduates 
provided with the opportunity to work with 454 SMEs across Canada ($4.99 million from Human 
Resources and Social Development Canada (HRSDC) and $1.15 million from NRC-IRAP). 


Community Outreach - Expected Results 1, 4. In 2007-08, NRC took over the leadership of the 
Canadian National Marsville Program — a national science promotion initiative that involves some 
3,000 grade 6-8 students from across Canada who work in teams to solve problems and develop a 
simulated Mars habitat. This Program is being expanded to encompass other regions, with a goal 
of having a site in every province and territory. NRC is also actively engaged in the Science Culture 
and Entrepreneurship initiative being led by NSERC and Industry Canada. 


These activities are in addition to NRC’s other science outreach programming including National 
Science and Technology Week, National Engineering Week, Sanofi-Aventis Biotalent Competition, 
the S&T Awareness Network and others, as well as its nation-wide distribution of hundreds of 
thousands of education materials to schools across Canada such as the Periodic Table of the 
Elements, Biotechnology fact sheets, and the Canadian Skies posters. Of note, the visitor's centre 
at the NRC-Herzberg Institute for Astrophysics in Victoria, British Columbia, was selected in recent 
years as one of the top 10 places for families to visit by the Victoria vacation guide. 


Entrepreneurial Advantage 


Expand network of Industrial Partnership Facilities (IPFs) - Expected Results 1, 2, 4. In 
support of its cluster development activities, NRC continued to develop, build and operate Industry 
Partnership Facilities (IPFs) across Canada. These unique facilities are workplaces for 
collaborative research and the incubation of new firms and NRC spin-offs. They also serve as 
community resources for access to mentoring, innovation financing and competitive technical 
intelligence for new enterprises providing an entrepreneurial and a knowledge advantage. In 2007- 
08, NRC had 15 IPF locations across the country with a complement of 140 incubating firms. With 
the addition of a new facility opening in Edmonton in 2007-08, the total space available in NRC 
IPFs is 30,458 square metres. 


Table 2-2: NRC’s Industry Partnership Facilities 
1 Gintahes — Technology (St John’s, 
2 insite for Marine Biosciences (Halifax, Nova 
3 feeaesc cng Technology (Fredericton, 98% 
4 man Research Institute (Montreal, 


5 | Industrial Materials Institute (Boucherville, 
Quebec 
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NRC Industry Partnership Facility, M-50 (Ottawa, 
Ontario), (shared facility with several Institutes 
NRC Industry Partnership Facility, M-23A 
(Ottawa, Ontario), (shared facility with several 
Institutes 


100 Sussex Industry Partnership Facility (Ottawa, 
Ontario), (shared facility with several Institutes 
Institute for Biodiagnostics (Winnipeg, Manitoba 
Plant Biotechnology Institute (Saskatoon, 


509 


Saskatchewan 

Institute for Fuel Cell Innovation (Vancouver, 
British Columbia 

Herzberg Institute of Astrophysics (Penticton, 
British Columbia) 

Institute for Nutrisciences and Health 
Charlottetown, Prince Edward Island 
Institute for Aerospace Research (Montreal, 


Quebec in operation | 2006-07 


‘due to increased space demands, Institute made additional space available to firms 

2 space previously designated as IPF space in Victoria has been allocated to LRP work (NRC-HIA) 

3 additional space allocated to the Okanagan Research and Innovation Centre (ORIC) (NRC-HIA) 

4 due to an addition error the total area of IPFs was reported as 30,448 m2 in 2006-07. The correct area should have been 
30,458 m? 


Develop a medium for regional delivery of national initiatives - Expected Results 1, 3, 4, 6. 

By establishing regional networks of clusters of firms and other community stakeholders, NRC is 

ensuring that its national R&D and commercialization support programs are accessible and remain 

regionally relevant. Overall, NRC’s cluster initiatives provide benefits to Canada by providing the 

organization the capacity to: 

e better understand the innovation needs of regions; 

e engage regional industry leaders to determine how best to deliver nationally-driven services 
and support: and 

e physically deliver regionally tailored R&D and commercialization services and support that 
meet the needs of private industry. 

With this knowledge, NRC is able to target its efforts strategically to increase the impact of its 

investments and improve commercialization outcomes. 


Encourage more involvement / commitment of cluster partners - Expected Results 1, 2, 3, 5. 
In 2007-08, NRC followed-up on the results and lessons learned from the evaluations of its cluster 
initiatives. 


e Medical Devices Technology (Manitoba) - The Manitoba biomedical cluster experienced a 
number of impressive accomplishments over the reporting period and demonstrated the power 
of clusters in accelerating and improving commercialization outcomes. IMRIS, a spin-off of 
NRC-IBD, was successfully listed on the Toronto Stock Exchange (TSX) in November 2007 
with a $40 million IPO — the largest medical device IPO in Canadian history. IMRIS continued 
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its strong growth, with employment of over 100 people and a market capitalization of over 
$120 million. Another cluster member, Intelligent Hospital Systems, also received $7.6 million 
of financing from BDC Venture Capital, Wellington West and Western Life Sciences Fund. 
Incubator capacity was established within the cluster, resulting in start-up and early stage firms 
migrating to a formal incubator environment. Koven technologies Inc. (an NRC-IBD IPF 
partner) received the CE mark, becoming approved for European sales of its in-situ vascular 
bypass device. Kent Imaging Inc. (an NRC-IBD spin-off), which produces a near infrared 
spectroscopy (NIR) device for biomedical imaging, was selected for the Minnesota Life 
Sciences Alley product showcase and garnered investor interest. Fermion Inc. (an NRC-IBD 
IPF partner), which produced a detection device, won the Business of Science Competition in 
October of 2007 and was showcased at the 2008 World’s Best Technology in Texas. 


e Canadian Photonics Fabrication Centre (Ontario) - This partnership among NRC, the 
Province of Ontario and Carleton University provides fabrication and prototyping services, as 
well as expertise and advice to photonics firms across the country — an example of a practical 
approach that fosters knowledge transfer and commercialization among different levels of 
government and universities. During the reporting period, the NRC Canadian Photonics 
Fabrication Centre (CPFC) completed updating its draft technology roadmap, identifying the 
materials platforms and types of devices required to align with the five sectors critical for 
Canada (information and communications technology, energy and lighting, biomedical and 
health, defence security, space and environmental). Five successful workshops on photonic 
sub-sectoral activities were delivered across the country, including photonics in manufacturing 
(Toronto), photonics in ICT (Ottawa), photonics in defence and security (Montreal), photonics 
in energy and environment (Edmonton) and photonics in life sciences and biotechnology 
(Toronto). Additionally, NRC-CPFC worked with the Canadian Photonics Consortium, 
engaging Canadian photonics companies to study the status and impact of photonics in 
Canada and its place within the international photonics community. 


Integrated Industry Support that Engages Key Players - Expected Results 1, 2, 3, 4, 6. To 
support the Government of Canada’s S&T Strategy, and in particular its commercialization priority, 
the NRC TIS portfolio worked closely with the NRC R&D portfolio to increase commercialization 
outcomes. This included technology licensing; provision of pre-commercialization assistance, 
mentoring and business intelligence to Canadian firms; access to vital national and international 
networks; knowledge dissemination and expertise; and helping companies create new products 
and/or new technologies. In addition, it collaborated with key partners to develop strategic 
initiatives to accelerate the successful competitiveness/ commercialization of new technologies. 
TIS also helped to fuel the growth and innovative capacity of SMEs and continued to streamline its 
approach to intellectual property management and the transfer of technology. 


Build innovation capacity within SMEs - Expected Results 1, 4, 5. Since its inception, close to 
60 years ago, NRC-IRAP has provided support to Canadian SMEs, broadening its purpose from a 
limited focus on technology transfer to its current strategic objective of increasing the innovative 
capabilities of Canadian SMEs. Today, NRC-IRAP provides comprehensive innovation assistance 
to technology-based SMEs in almost every industrial sector of importance to Canada’s current and 
future economic development and contributes to the Entrepreneurial Advantage of Canadian 
companies. SMEs engaging in high-risk, technologicaliy sophisticated R&D face increasingly 
complex challenges. NRC-IRAP supported these technology-based SMEs in growing and 
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becoming more competitive by focusing on: increasing the rate of growth of SMEs; expanding the 
number of SMEs that successfully commercialize their products, services and processes; assisting 
with potential international collaborations on technology development projects; and providing 
international opportunities to clients looking to gain knowledge to advance their R&D projects. 


The 2007 NRC-IRAP Impact Evaluation report® stated “...NRC-IRAP client firms have experienced 
growth, both in real and comparative terms. Over the five year evaluation period (2002-03 to 2006- 
07) client firm sales grew on average by just over 28%, overall firm employment grew by 30% and 
company assets grew on average by 15%... By contributing to the development of research and 
development capacity, the overall growth of SMEs, the commercialization of new products, 
services and process, as well as the creation of new knowledge and intellectual property, NRC- 
IRAP has positively stimulated overall innovation in Canadian SMEs and in Canada as a whole.” 


Offer comprehensive commercialization support, including technology transfer and 
intellectual property management - Expected Results 1, 3, 6. During 2006-07, NRC undertook 
an in-depth examination of all its industry support programs, policies and practices as part of a 
project called Business Review. This project was launched to ensure NRC was well-equipped and 
well-positioned to carry out client-based activities described in NRC’s Strategy, Science at Work for 
Canada and that support the federal S&T Strategy. Recommendations from the Business Review 
project included: working increasingly on an industry-sector basis; increasing NRC’s capacity to 
develop industrially relevant technologies and their commercialization; and ensuring NRC’s internal 
operations make it easier for its institutes and programs to serve clients. The recommendations 
also included establishment of a corporate business group. 


Central Business Services — Expected Results 1, 5, 6. In early 2007, the NRC Senior Executive 
Committee approved the recommendations from the Business Review project, including a one-year 
pilot expansion of the corporate business group. The expanded corporate business group provided 
targeted support to NRC’s key industry sectors, ensuring that their planning activities in 2007-08 
received the industry sector and market focus required to address adequately client needs and 
opportunities. At the end of the reporting period, the pilot was deemed a success, culminating in 
the permanent establishment of the Central Business Support (CBS) group. 


Improve NRC’s Intellectual Property Management - Expected Results 1, 3, 5, 6. Guided by 
both a 2003 benchmarking study of best practices in IP management and the results of the 
Business Review project (described above), NRC continued to strengthen its IP management and 
increase the impact of its S&T research. This work was a priority of the pilot-project CBS group, 
which successfully launched a project called Disclosure Review to examine NRC’s invention 
disclosures for both IP protection and patentability. NRC institutes utilized the results from the 
project to guide their research, protection and marketing strategies. Additionally, CBS offered 
technology assessment services and increased access to market research tools to NRC institutes. 
Collaborations with NRC-CISTI were initiated to assist NRC clients with market and patent 
examinations. Specific activities included increased focus on high value IP; increased use of 
technology assessments; increased market research tools and, adoption of the world’s best 
practices and tools. 


8 http:/Avww.nrc-cnrc.gc.ca/aboutUs/evaluation_e.html 
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Contributions to inter-departmental efforts to support the federal S&T Strategy —- Expected 
Results 1, 4, 6. NRC is actively involved in the interdepartmental effort to implement the new 
federal S&T Strategy. NRC participates on the ADM Committee on S&T, which is the whole-of- 
government coordinating committee for the federal S&T community and has been charged with 
overseeing implementation of the new S&T Strategy and monitoring progress. NRC also has 
membership on the Director General Sub-Committee on S&T Strategy Implementation (DGSI) and 
most of the 11 working groups mandated to address specific strategy commitments; NRC is 
leading two of these working groups. 


In terms of NRC’s leadership of these two working group, NRC is making good progress in 
implementing a plan developed with the Natural Sciences and Engineering Research Council 
(NSERC) and the Business Development Bank of Canada (BDC) to deliver upon a specific 
commitment of the federal S&T Strategy—the alignment of these three organizations’ programs 
and activities. Key progress to date includes: finalizing an action plan; the establishment of a 
governance structure with a steering committee, creation of a working group and five regional “hub” 
committees; co-location of staff from the three organizations; increasing awareness of each others 
programs; and initiation of pilot projects in shared due diligence. Work will be undertaken in 2008 to 
consider how the alignment exercise could be broadened to include other federal organizations. 


NRC has also been co-leading with Industry Canada an interdepartmental effort to review federal 
intellectual property policies announced in the S&T Strategy. Two background studies, a literature 
review and a map of whole-of-government and organization-specific IP policies and practices, were 
completed in March 2008. A final report, with recommendations for addressing key issues of 
concern and opportunities, is expected in fall 2008. 
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Section Ill - Supplementary Information - 


NRC’s Link to the Government of Canada Outcome Areas 


Strategic Outcome: An innovative, knowledge-based economy for Canada through research and 
development, technology commercialization and industry support 


Program Actual Spending 2007-08 ($ million) Alignment to 

Activity Budgetary Non- Total Government of Canada 
budgetary ahs Outcome Area 

Program Activity: An innovative and 

Research and 949.5 949.5 knowledge-based 

Development economy 

Program Activity: Strong economic growth 

Technology and 221.6 221.6 


NRC’s Research and Development Program Activity contributes to an innovative and knowledge- 
based economy by undertaking, assisting and promoting scientific and industrial research. NRC is 
the federal government's primary provider of research and research facilities. It pursues cutting- 
edge R&D that supports the growth of Canadian industry and uncovers solutions to national 
challenges in health, climate change, the environment, clean energy, and other fields. NRC 
identifies Canada’s S&T opportunities and adapts its scientific research and development activities 
to meet national needs and priorities. 


NRC’s Technology and Industry Support Program Activity contributes to strong economic growth 
through its industry and commercialization support. NRC provides Canadian companies with 
access to the program's leading-edge knowledge and technology through collaborative 
agreements and partnerships; and opportunities to commercialize products and services by 
licensing the use of NRC's patents. Leading-edge technology opens new markets to Canadian 
companies and provides them with a competitive advantage in the world market. A strong 
domestic economy benefits Canadians. 


In addition, NRC contributes indirectly to the Government of Canada outcome areas: A Clean and 
Healthy Environment and Healthy Canadians. Environmental stewardship is driven through policy 
and technological capability. _NRC conducts leading-edge research in alternative energy 
technologies, such as fuel cells and hydrogen and contributes to advanced and efficient 
manufacturing within the automotive and aerospace sectors. R&D activities centering on oceans 
and bioremediation contributed toward a sustainable healthy environment for Canadians and the 
entire world. NRC contributes to improving the health of Canadians through R&D activities 
targeted at nutraceuticals, pharmaceuticals and innovative medical diagnostics and treatment 
protocols. Harnessing the characteristics of plants for improving health is-a growing field and NRC 
research is helping Canadian companies along this path. 
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NRC Resources 


Table 3-1: Comparison of Planned to Actual Spending, incl. FTE (millions of dollars) 


2007-2008 
2005-06 2006-07 Main() Planned Total Actual 


Program Activity Actual Actual Estimates Spending Authorities 


Research and Development 530.0 459.5 636.4/ 549.9] 
Technology and Industry Support 220.0] 220A) 2224.4] 
742.0) 672.4) 712.3 865.8 


Bic awa Ursin eM WRN Oise ML | AMM cao) es BU BE 


Less: Spending of Revenues 

Pursuant to section 5(1)(e) of 

the NRC Act (85.2) (55.6) (75.4) (96.8 
Plus: Cost of Services received 
without charge) 25.0 27.6 25.1 


Net cost of Department 674.7 SEE | SRE A REPS ETL TI 
Full Time Equivalents (FTE ieee) ee A ee ee Ve 


Notes 
(1) Respendable revenue and employee benefit plans are already in the Main Estimates total. 
(2) Services received without charge include accommodation provided by PWGSC, the employer's share of 
employees' insurance premiums, Audit Services received from the OAG, Payroll services provided by PWGSC, 
Workers' Compensation coverage provided by Human Resources and Social Development Canada, and services 
received from the Department of Justice Canada (see Table 3-4). 


e Due to rounding, figures may not add to total shown. 
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2007-2008 


Vote or 
Statutory Truncated Vote or Statutory Main Planned Total 
Item Wording Estimates Spending Authorities Total Actuals 


National Research Council 
Program 


Operating expenditures 365.7 445.4 | 422.9 
Capital expenditures 47.2 | 45.1 


Grants and contributions 152.1 148.1 
Spending of revenues pursuant to 
the National Research Council 
Act . | 162.7 96.8 
Contributions to employee benefit 
plans et 
Spending of proceeds from 
Disposal of Crown Assets 0.7 
__Collection Agency Fees _ 0.0 | 


Notes 
e Due to rounding, figures may not add to total shown. 


Table 3-3: Sources of Respendable Revenue 


For supplementary information on NRC’s sources of respendable revenue, please visit: 
http://www.tbs-sct.qc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-4: Resource Requirements by Branch or Sector 


For supplementary information on NRC’s resources requirements by branch or sector, please visit: 
htto://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-5a: User Fees 


For supplementary information on NRC’s User Fees, please visit: http://www.tbs-sct.gc.ca/dpr- 
rmr/2007-2008/index-eng.asp. 


Table 3-5b: External Fees 


For supplementary information on NRC’s Service Standards for External Fees, please visit: 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-6: Details on Project Spending 


For supplementary information on NRC’s Details on Project Spending, please visit: http://www.tbs- 
sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 
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Table 3-7: Details on Transfer Payment Programs 
For supplementary information on NRC’s Details on Transfer Payment Programs, please visit: 
http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-8: Horizontal Initiatives 
For supplementary information on NRC's Horizontal Initiatives, please visit: http://www.tbs- 
sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-9: Response to Parliamentary Committees and External Audits 
For supplementary information on NRC’s Response to Parliamentary Committees and External 
Audits, please visit: http:/Avww.tbs-sct.qc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-10: Internal Audits and Evaluations 
For supplementary information on NRC’s Internal Audits and Evaluations, please visit: 
http:/Awww.tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


Table 3-11: Travel Policies 
For supplementary information on NRC’s Travel Policies, please visit: http://www.tbs-sct.gc.ca/dpr- 
rmr/2007-2008/index-eng.asp. 
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Table 3-12: Financial Statements 


FINANCIAL STATEMENT DISCUSSION AND ANALYSIS 


INTRODUCTION 


The following Financial Statement Discussion and Analysis (FSD&A) should be read in conjunction 
with the audited financial statements and accompanying notes for the National Research Council of 
Canada (NRC) for the fiscal year ended March 31, 2008. 


The responsibility for the preparation of the FSD8&A rests with the management of NRC. It has 
been prepared in accordance with the Public Sector Statement of Recommended Practice SORP- 
sl 


The purpose of the FSD&A is to highlight information and provide explanations which enhance the 
users’ understanding of NRC’s financial position and results of operations, while demonstrating 
NRC's accountability for its resources. Additional information on NRC’s performance is available in 
the NRC Departmental Performance Report (DPR) for 2007-08. 


The FSD&A consists of two distinct segments: Highlights, and Discussion and Analysis. Please 
note that all financial information presented herein is denominated in Canadian dollars, unless 
otherwise indicated. 


Special note regarding forward-looking statements 

The words “estimate”, “will’, “intend”, “should”, “anticipate” and similar expressions are intended to 
identify forward-looking statements. These statements reflect assumptions and expectations of 
NRC, based on its experience and perceptions of trends and current conditions. Although NRC 
believes the expectations reflected in such forward-looking statements are reasonable, they may 
prove to be inaccurate, and consequently NRC’s actual results could differ materially from 
expectations set out in this FSD&A. In particular, the risk factors described in the “Financial Risk 
and Uncertainty” section of this report could cause actual results or events to differ materially from 
those contemplated in forward-looking statements. 
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2007-2008 HIGHLIGHTS 


FINANCIAL HIGHLIGHTS 
STATEMENT OF OPERATIONS 


Revenue: Revenue is important to NRC, not only as a means of financing its operating and capital 
expenditures, but also because it provides an indication of the value that NRC provides to its 
clients and collaborators. NRC earned total revenues of $155 million in 2007-08. Although total 
revenue decreased from $170 million in 2006-07, the reduction is not due to ongoing operations 
but rather to unusual revenue related issues. Sales of goods and services, revenue from other 
governments department excluding revenue adjustments related to the Technology Partnerships 
Canada (TPC) program, and revenue from joint project and cost sharing agreements totaled $146 
million in 2007-08, as compared to $145 million in 2006-07. 


Revenue from Ongoing Operations (in millions) 


OO Revenues from joirt project and cost 
shating agreem erts 


D Financial arrancem etrts with 
depart ents and agencies 


Saks of yoods and services 


2007-08 


Further details on revenue components are available in the Financial Analysis section. 


Expenses: Over the past three fiscal years, NRC’s total expenses have not significantly 
increased. In fact, NRC has only had a 2.3% rise in expenses since 2005-06. Furthermore, NRC's 
major expense components have remained stable, as seen in the diagram provided below. ‘The 
following two categories of expenses are most important to NRC from both a research program 
and cost perspective, and represent 66% of total expenses. All other significant expense variations 
are explained in the Financial Analysis section. 


= Personnel: NRC’s total expenses, as detailed in the Notes to the Financial Statements, are 
made up of 49% in salaries and employee future benefits. Personnel costs represent the most 
significant cost driver for NRC. Salaries and employee future benefits decreased to $418 
million in 2007-08 from $420 million in 2006-07. Normal salary pay increases in. 2007-08 are 
mainly offset by an extraordinary charge in 2006-07 amounting to $11.6 million for the 
Research Council Employees’ Association pay equity settlement for compensation of lost 
wages and interest to eligible employees employed between April 1, 1989 and March 31, 1999, 
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as well as a retroactive pay increment cost due to the ratification of three collective 
agreements. 


Furthermore, included in NRC’s total salaries and employee future benefits are expenses 
related to a realignment exercise which occurred in 2007-08. This exercise, while difficult, was 
completed to better align resources with the NRC strategy and to better position NRC for the 
future. 


Grants and Contributions: Grants and contributions remained relatively steady in 2007-08. 
NRC made total net contributions of $142 million in 2007-08, as compared to $143 million in 
2006-07. Net contributions from NRC Industrial Research Assistance Program (NRC-IRAP) 
($80.6 million) and contributions to the TRIUMF laboratory for particle and nuclear physics 
($51.5 million) comprise 93% of the contributions made by NRC in the current fiscal year. In 
addition, contributions made through NRC Herzberg Institute of Astronomy (NRC-HIA) to 
support international telescopes ($9.2 million) make up the majority of the remaining balance. 


NRC expenses (in millions) 


Salaries Grants and Gortibutens 


0D 2007-05 2006-07 0 2005-06 


STATEMENT OF FINANCIAL POSITION 


Assets: NRC’s total assets signify its ability to provide future services for Canadians. NRC’s total 
assets as at March 31, 2008 totalled $851 million. NRC’s largest single component is its capital 
assets, which represents 70% of the total. The following assets are highlighted to demonstrate 
NRC’s activity with private and public sector clients. 


Capital Assets: In 2007-08, NRC acquired and or constructed $60.9 million in-capital assets, 
which brings NRC’s total capital asset net book value to $596 million. NRC’s infrastructure is 
an important element for the successful delivery of its mandate; as such re-investments in 
capital assets are crucial. NRC’s largest components of capital investments, as seen in the 
diagram below, are research buildings and facilities as well as machinery and equipment. 
Combined, they account for over 75% of the net book value of the capital investments. 
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Net Book Value of Capital Assets (in millions) 
100 150 200 
Land 
Buildings and facilttes 
\Works and infrastructure 


hfachinery, equipment and furniture 


Informates equipment f= 


Informatics software 
Vehicles 


Aircraft 


Leasehold inprowemerits 


Assets under constucton fey ; 0 2007-08 
. 2006-07 
Leased capital assets foe 62 


» Accounts Receivable: At any given time, NRC has a significant amount of accounts 
receivable given that NRC finances a considerable amount of its operating and capital 
expenditures from external revenue. As at March 31, 2008, NRC's accounts receivable 
totalled $27.4 million ($26.9 million as at March 31, 2007). 


= Inventory for resale and consumption: Both inventory for resale of $2.3 million and 
inventory for consumption of $2.4 million present NRC’s future service potential. Inventory for 
consumption represents inventory which will be used internally by NRC in order to administer 
its research programs, whereas inventory for resale is marketed in its current state to 
customers. 


Net debt: The government's net debt position is often called its “future revenue requirements” 
because this indicator provides a measure of the future revenues required to pay for past 
transactions and events. NRC’s net debt (financial assets less liabilities) as at March 31, 2008 
reached $71 million, which represents a slight decrease of $1 million from the previous fiscal year. 
The decline in net debt signifies that NRC’s future revenue generation needs have decreased by 
1.4%. Furthermore, the current year’s decline in net debt demonstrates that NRC's revenues 
earned in 2007-08 sufficiently covered NRC’s total incremental spending, inclusive of its capital 
spending. 


Equity of Canada: NRC's equity of Canada as at March 31, 2008 was $541 million ($544 million 
as at March 31, 2007), which illustrates NRC’s net resources (financial and non-financial) that will 
be used to provide invaluable future services for Canadians. NRC’s equity of Canada is comprised 
of its Non-Financial Assets ($612 million) less its Net Debt ($71 million). NRC’s largest component 
of Non-Financial Assets is capital assets. 
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NON-FINANCIAL HIGHLIGHTS 


NRC Strategy 2006-2011: NRC continued implementation of its strategy, Science at Work for 
Canada and contributed to the advancement of the federal S&T Strategy. Following are some key 
achievements that were realized during the fiscal year: 


= To help foster an Entrepreneurial Advantage, NRC developed initial plans for four of the 

identified NRC Key Industry Sectors (Aerospace, Construction, Information and 
Communication Technologies, Manufacturing and Materials). These sectors are of economic 
importance to Canada and their plans targeted research priorities of the federal S&T Strategy; 

= To position Canada at the leading edge of important health and life science developments, and 
in keeping with one of the Strategy’s core principles—partnerships—NRC created a National 
Bioproducts Program plan (to be co-led by NRC and Agriculture and Agri-Food Canada), 
including proposed areas of R&D focus; 

= Guided by core principles of the federal S&T Strategy, NRC launched a cross-NRC initiative in 
Nanotechnology and developed a plan for a cross-NRC initiative in Advanced Materials, 
targeting both basic and applied research in this emerging and strategic opportunity area: 

= To promote collaborative approaches, NRC began securing key third-party relationships in 
support of NRC National Programs and Key Industry Sectors of national interest from a social 
and economic perspective; 

# Implemented a new NRC-wide business planning process and realigned organizational 
resources to more effectively support NRC program priorities as well as the priorities and 
directions in the federal S&T Strategy: 

= — Initiated facilities/equipment and information technology assessments to better understand 
long-term infrastructure investment requirements and identify opportunities for efficiency gains; 
and 

= Launched a Central Business Services Office to help NRC better address client needs. 


Governance: NRC has continued to implement a number of initiatives to improve its corporate 
governance, in keeping with the broad government goal of improved management in the public 
sector and the NRC Strategy. 


In 2007-08, an updated Statement on the Role of Council was approved by members in order to 
incorporate greater input on strategic financial management. Consequently, NRC’s Executive 
Committee will assume responsibility for strategic financial advice in current year budget reviews, 
including initial budget allocations; financial situation arising from NRC's multi-year plans; NRC’s 
long term capital plan; and other matters that may have a significant impact on NRC’s budget. 


In 2007-08, NRC progressed in its implementation of the financial management model which holds 
the Chief Financial Officer (CFO) accountable to both the Comptroller General and the department 
head for financial management in the organization. The model was first introduced by NRC in 
2005-06 as a result of recommendations provided for all federal government departments by the 
Office of the Comptroller General. 


In 2007-08, all NRC Institutes/Branches/ Programs (IBP) were asked to develop rolling three-year 
business plans aligned with the NRC Strategy and the federal science and technology strategy. 
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These business plans will be updated on an annual basis to reflect changing internal and external 
factors, as well as the ongoing decisions and priorities of both the federal government and the NRC 
Senior Executives. The business planning process not only supports ongoing NRC strategic 
planning efforts, but also serves as the organization's key mechanism for financial resource 
allocation decisions (which are made by the Senior Executive Committee of NRC). The 
information contained in the business plans is expected to help NRC with its efforts in financial 
planning and budgeting, long-term capital planning (including real property), human resource 
planning, and information technology planning. Finally, the business plans serve as a critical 
vehicle for NRC-wide communication, helping senior managers to identify opportunities for greater 
cross-NRC collaboration. 


Financial Statement Audit of NRC: \n 2007-08, NRC’s financial statements were prepared in 
accordance with Treasury Board accounting policies and year-end instructions issued by the Office 
of the Comptroller General, which are consistent with Canadian generally accepted accounting 
principles (GAAP) for the public sector. The financial statements were audited by the Office of the 
Auditor General. The audit provides added assurance with regards to the accuracy and 
completeness of NRC’s financial information, therefore providing NRC’s Council and senior 
management team with reliable information, from which strategic decisions can be taken. 


Renewal of Terms and Conditions: |n 2007-08, NRC-IRAP renewed the Terms and Conditions 
of its most significant transfer payment program ($72.5 million in expenses in 2007-08) for a period 
of 5 years. As such, Canada’s small and medium sized enterprises will continue to receive 
essential technological and financial contributions from NRC, therefore increasing Canada’s ability 
to innovate and maintain its presence within the global market place. 


Audit of NRC-IRAP contribution recipients: \n 2007-08, the audit completed on sample 
recipients of contributions from NRC-IRAP showed improved compliance with program 
requirements. In 2007-08, 87% of the contribution agreements audited received an unqualified 
audit opinion. This is a significant improvement from previous years, where unqualified audit 
results amounted to 54% in 2006-07 and 38% in 2005-06. A major contribution for this year's 
success is due to NRC-IRAP’s recent implementation of a new financial monitoring framework 
which incorporates risk assessments prior to the commencement of, and during, each project. 


DISCUSSION AND ANALYSIS 
RISKS & UNCERTAINTIES 


As a federal government departmental corporation, NRC funds the majority of its salary, operating 
and capital expenditures from parliamentary appropriations. The non-salary portion of this funding 
is fixed, with no indexing for price increases. As a result, the actual funding for NRC, in terms of 
buying power; has been declining over the past decade. In particular, the impact of rising costs 
related to payment in lieu of taxes and utilities is significant for NRC. 


NRC owns and manages 185 specialized buildings that comprise approximately 560,140 square 
meters of space. It also has an equipment and informatics base of approximately $197 million 
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($203 million in 2006-07) net book value. NRC’s capacity to fund the upgrade or replacement of 
these assets from its appropriations is limited, and as a result will need to secure sources of 
funding external to NRC for this purpose. 


In addition, since 2004, the federal government has announced a series of budget reductions 
across federal departments as part of its realignment strategy and initiative to increase its 
efficiency. The impact on NRC has been significant and challenging. The cumulative reductions to 
date have amounted to $33.3 million, with a minimum expected ongoing reduction of $12.9 million 
per year. On a short-term basis, NRC has adapted to these changes by reducing investments in 
certain programs. 


To help position itself to meet these challenges, NRC has implemented changes in its governance 
structure since 2005-06 and has made significant progress towards a new, focused business 
strategy. In order to continuously improve the planning, allocation and monitoring of resources, 
NRC implemented an annual IBP business planning process in 2007-08. 


Details of other factors influencing NRC’s budget pressures are provided below. 


Sunsetting Funding: \n order to ensure value for money, a Government of Canada practice is to 
provide funding for new initiatives on a sunsetting basis. This means that rather than providing a 
permanent increase in the NRC allotment, the government allocates funding for a limited period of 
time, with the option for renewal. Renewal is conditional on performance, linkages to priorities and 
availability of funding. 


Although funding is not necessarily provided on an ongoing basis, new government-approved 
initiatives, such as the establishment of technology cluster sites in communities across Canada, 
often entails an ongoing commitment from NRC in terms of the construction and maintenance of 
new specialized facilities and the hiring of staff. There is also an expectation by the communities 
that support these new initiatives, and in some cases invest in them, that they will exist beyond the 
particular funding window. These challenges add complexity to the organization's planning, 
budgeting and operations. 


Currently, NRC has several initiatives and projects funded on a sunsetting basis. Examples 
include the following: 


= Technology Cluster Initiatives funding: Since its inception in 1999, NRC has received approval 
to spend a total of $598 million in technology cluster initiatives funding. To date, NRC has 
spent $475 million. The funding for all of NRC's technology cluster initiatives terminates in 
fiscal year 2009-10, at which point NRC must request additional support from the federal 
government. 

= Astronomy funding: The funding for Phase | of Canada’s Long Range Plan for Astronomy and 
Astrophysics (LRP) ended on March 31, 2007. Since its end, NRC has provided interim 
financing. A total of $97.5 million over five years is required for the LRP Phase II in order to 
maintain Canada’s contribution to existing offshore telescopes and to pursue on-going LRP 
projects. Investing in the LRP Phase II could have additional future investment implications 
Starting in 2010 depending on the government of Canada’s decisions regarding its future role 
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in the astronomy LRP Thirty Meter Telescope (TMT) and the Square Kilometer Array (SKA) 
projects. 

= Genomics R&D Initiatives funding: In 2007-08, NRC sought approval to renew the Genomics 
R&D Initiatives, which includes NRC as well as 5 other federal government departments. Total 
funding requested amounts to $19.9 million until fiscal year 2010-11. 


Foreign Currency: NRC purchases roughly $55 million per year in goods and services in 
currencies other than the Canadian dollar, which exposes NRC to fluctuations in foreign exchange. 
The majority of foreign purchases (89% on average over the last five years) are transacted in US 
dollars. Due to the strengthening of the Canadian dollar over the last year, NRC has benefited 
from an increase in purchasing power over 2006-07 levels of approximately $4.2 million US. A 
continued strong Canadian dollar relative to the US dollar will benefit NRC’s purchasing power, 
whereas a future decline in the Canadian dollar will have the opposite effect. 


The 2007-08 gain in purchasing power was somewhat negated by the reduction in Canadian 
dollars received from foreign sales. In 2007-08, NRC received $34 million CDN on sales of $32.9 
million US. By way of comparison, in 2006-07, NRC received $33.8 million CDN from $29.5 million 
US in sales. 


Dependence on Revenue: The nature of NRC’s activities permits NRC to generate revenues in 
order to reinvest in its operations. NRC’s dependence on external sources of funding has been 
growing since the early 1990s. The portion of NRC’s operating and capital expenditures funded 
from external sources of income was roughly 11% in 1991-92. In 2007-08, this percentage had 
climbed to over 24%. 


In particular, NRC maintains technology centres that rely on external sources of revenue to fund 
the majority of their operations, namely NRC Centre for Surface Transportation (NRC-CSTT) and 
NRC Canadian Hydraulics Centre (NRC-CHC). In addition, NRC’s two largest institutes -NRC 
Institute for Aerospace Research (NRC-IAR) and NRC Canada Institute for Scientific and Technical 
Information (NRC-CISTI) — rely on external sources of revenue to fund over 45% and 35% of their 
operations respectively. Significant downturns in the industries or federal departments that these 
groups support will greatly impact NRC’s ability to continue operations at current levels. 


Finally, it is important to note that NRC must strike a fine balance between providing contract 
research services that generate needed revenue, and performing the government-funded research 
that keeps NRC at the leading-edge of science, technology and innovation. Too much emphasis 
on revenue generating contract research could compromise NRC’s advanced knowledge and 
technology base, which in the long-term will reduce NRC’s ability to serve industry and respond to 
the needs of the nation in critical fields such as energy, the environment, health and wellness, and 
other priority areas outlined in the NRC Strategy. 


FINANCIAL ANALYSIS 


The following is an analysis that explains the meaning of certain financial statement items, 
significant variances, and financial trends. 
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ASSETS 


Due from Consolidated Revenue Fund: This amount represents the amount of cash that NRC is 
entitled to draw from the federal government treasury. This includes cash to discharge its liabilities 
for which NRC has already received an appropriation, as well as revenue received but not spent. 
The $3.2 million decrease between 2006-07 and 2007-08 is due to the decrease in revenue 
available for use in subsequent years. 


Accounts Receivable: 
NRC-IRAP TPC Repayable Contributions 


The NRC-IRAP Technology Partnerships Canada (TPC) program has been administered by NRC 
on behalf of Industry Canada since 1998. This program provides conditionally repayable 
contributions to small and medium-sized enterprises (SMEs) to support the pre-commercialization 
phase of their technology development. This conditional repayment program in most cases 
requires quarterly repayments of the contribution based on a percentage of the recipient's gross 
revenue. This program terminated March 31, 2006, although it will continue to fund, and require 
repayment from existing agreements during its wind-down phase. 


This program supports small start-up firms, whose future success is often entirely dependent on 
one technology. Failure to bring the technology to market, at times, can result in the firm ceasing 
operations. Even with the very high-risk nature of this program, NRC has received repayments 
amounting to approximately 25% of contributions disbursed as at March 31, 2008 (20% — 2007). 
With 280 projects still being administered, this percentage is expected to increase over the next 
decade. 


The NRC-IRAP TPC accounts receivable as at March 31, 2008 was $9.9 million ($10.7 million - 
2007) with a corresponding allowance for doubtful accounts of $8.3 million ($7.1 million - 2007), 
highlighting the high risk nature of the program. 


Trade Receivables and NRC-IRAP Audit Recoveries 


NRC had accounts receivable with external clients worth $20.9 million as at March 31, 2008 ($19.6 
million - 2007) with a corresponding allowance for doubtful accounts equal to $1.1 million ($2.2 
million - 2007). This amount represents receivables for work done with external clients as well as 
receivables for audit findings for NRC-IRAP. Write-offs in 2007-08 were $938 thousand ($603 
thousand in 2006-07), which is low given the total value of NRC revenue. 


Aged Accounts Receivable 
In 2007-08 and 2006-07, 80% of accounts receivable are aged 90 days or below. NRC has 


successfully focused on collecting its outstanding receivables. The aging of all accounts receivable, 
gross of allowances, as at March 31 is as follows: 
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Aged Receivables (in millions) 


Days Overdue 


Inventory for Resale: NRC produces a number of products that are purchased by external 
clients, namely the Model National Construction Codes, monographs and certified reference 
materials. Inventory for resale is presented at its lower of cost or net realizable value and has 
decreased by $545 thousand (19%) over 2007 closing values. The decline is due to an increase in 
the allowance for obsolete inventory, increased by $500 thousand to $1.1 million in 2007-08. 


Equity Investments: As part of its mandate to promote industrial innovation in Canada, NRC 
provides financial assistance to firms through access to equipment, intellectual property and 
incubation space in its laboratories and Industrial Partnership Facilities. Since these companies 
are often in their infancy and cannot afford to pay the full cost of the assistance received, NRC, on 
occasion, takes an equity position in the company in return for the assistance provided. This helps 
the firms survive the critical technology development stage. It is not management's intention to 
hold equity investments over the long-term. NRC will consider timely opportunities for divestiture of 
equity investments by taking into account the interests, market liquidity and expected future growth 
of the company. 


The full value recorded on the statement of financial position reflects NRC's investment in publicly- 
traded companies as its shares in privately held corporations are deemed to have no market value. 
Details of NRC’s investment in public companies are as follows: 


Number of Amount Recorded Market Value at 
Shares in Financial March 31, 2008 
Statements 


Company Name 


-PharmaGap Inc. belts A QOD A25 wleerts rontin O02, 950 Wa (TOR 28 feenen 
| Chemaphor inc. 1,260,305 $252,061 | $3. 277,267 
Pure Energy Visions Corp. __ | 210,000 | Lee: ot ee $79,800 
Omnitech Consultant GroupInc. | s/s 866,494 ST CSO 
IMRIS Inc. | 795,578 | $1 | $ 3,540,322 
Total manne $ 644,997 $ 4,014,877 


NRC's equity investments, presented on the Statement of Financial Position at $645 thousand, 
reached a fair market value of $4 million as at March 31, 2008, which represents an increase of 
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$3.3 million from the previous fiscal year. The increase is mainly due to the initial public offering of 
IMRIS Inc. in 2007-08, in which NRC had previously received common shares in settlement of debt 
owing. 


Holmes Fund Investments: The Holmes Endowment Fund is an investment bequeathed to NRC 
in July 1994. Up to two-thirds of the endowment fund's yearly net income is used to finance the 
H.L. Holmes award onan annual basis. The award covers a one or two-year period and provides 
the opportunity to Canadian post-doctoral students to study at world famous graduate schools or 
research institutes under outstanding researchers. In 2007-08, NRC granted $93 thousand to the 
recipient of the 2007 NRC H.L. Holmes Award who will receive a total of $198 thousand, ending in 
July 2009. The recipient is using the award to fund two years of collaborative research at the 
Harvard Medical School. 


In addition, the endowment fund reached a fair market value of $4.5 million as at March 31, 2008 
($4.3 million as at March 31, 2007). The investments within the portfolio had an average effective 
return of 4.7%. The endowment fund is presented at an amortized cost of $4.3 million ($4.2 million 
as at March 31, 2007) on the Statement of Financial Position and not at fair value. 


Market Value of Investments (in millions) 


4 


2007-06 DDE? 2005-06 
© Endowment Furid O Equity Investments 


Prepaid Expenses: NRC’s prepaid expense as at March 31, 2008 was $13.6 million. NRC 
prepays for goods and services only when contractually obligated. Subscriptions form the primary 
component of NRC’s prepaid expenses. NRC Canada Institute for Scientific and Technical 
Information (NRC-CISTI), Canada’s science library, subscribes to many of the world’s major 
scientific and technical journals and databases. 
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Capital Assets: NRC’s capital asset net book value has decreased from $601 million in 2006-07 to 
$596 million in 2007-08. This $5 million decrease largely transpired given that NRC’s amortization 
for the year ($66.6 million) exceeded its acquisitions ($60.9 million). The cost of capital assets has 
increased by 3% to $1,348 million in 2007-08. The $40.6 million increase is attributable to $60.9 
million in acquisitions, offset by $20.3 million in various transfers, disposals and write-offs. 


Acquisitions 


NRC spent $60.9 million on capital expenditures during 2007-08, a slight decrease from the $62.1 
million spent in 2006-07 (excluding new capital leases recognized of $58.1 million). Of the $60.9 
million in capital asset additions, $21 million relates to assets which are currently under 
construction. The remaining balance is primarily made up of acquisitions related to machinery and 
equipment ($25.3 million), as well as buildings and facilities ($7.8 million). 


The following represents significant capital assets expenditures in 2007-08: 


= Energy Retrofit project in progress for NRC Institute for Chemical Process and Environmental 
Technology (NRC-ICPET). NRC has spent $2.6 million on this project in 2007-08. Once 
complete, the energy retrofit project will improve the operating efficiency and effectiveness of 
the building, therefore transferring the current investment into future cost savings for NRC. 
NRC-ICPET also installed an emergency generator at a cost of $426 thousand. 

= NRC Institute for Research Construction (NRC-IRC) is in the process of constructing a new 
facility which will be used primarily to support activities within the Indoor Air Research and 
Development Initiative, which is part of the Clean Air Agenda. Costs incurred to March 31, 
2008 for the construction of this facility amounts to $994 thousand. 

« NRC Institute for Aerospace Research (NRC-IAR) is currently in the process of constructing 
and or renovating a number of its facilities. As at March 31, 2008, approximately $3.3 million 
has been spent. In addition, NRC-IAR is constructing a Fiber Placement Composite machine 
in order to develop and manufacture medium to full-scale size composite parts for aerospace 
applications. Costs to date for the construction of the equipment amount to $5.9 million. 

= NRC Institute for Ocean Technology (NRC-IOT) has replaced the beach structure component 
of its wave tank in 2007-08 at a total cost of $750 thousand. The replacement of the major 
component was required to ensure that future research tests produce accurate results to 
ensure that NRC-IOT continues to provide world-class research. 
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= NRC Plant Biotechnology Institute (NRC-PBI) has purchased a new genetic analyzer in 2007- 
08 at a total cost of $604 thousand. The instrument provides high throughput and high quality 
DNA sequence information which is essential for NRC research. This instrument is unique 
within NRC as well as within the federal government research system. 

= NRC's oldest property located on Sussex Drive in the National Capital Region received a new 
skylight and ventilation system in 2007-08 at a total cost of $820 thousand. The renovations 
were required in order. to maintain the accurate balance of atmospheric pressure within the 
building. 


LIABILITIES 


Accounts Payable and Accrued Liabilities: NRC’s accounts payable and accrued liabilities 
decreased by $3.1 million in 2007-08, mainly explained by the following: 


NRC’s accrued salary which represents salary earned by personnel up to March 31, 2008 for which 
they have not received compensation, decreased by $2.3 million in comparison with the previous 
year. The accrual decreased this year given that a retroactive salary adjustment was recorded in 
the previous year following the ratification of the Administrative Services (AS), Administrative 
Support Group (AD) and Computer Systems Administrative (CS) collective agreements. In 
addition, NRC did not require an accrual at year end as was done in the previous year for its 
portion of payments in lieu of taxes from the City of Ottawa, given that all of its liabilities were paid 
as at March 31, 2008, reducing accounts payable and accrued liabilities by $2.2 million. The 
decreases are offset by a $1.1 million increase in contractor holdback liabilities at year-end, given 
that NRC had several large construction projects in progress. 


Vacation Pay and Compensatory Leave: Due to the nature of NRC’s operations, a number of 
NRC’s collective agreements do not impose maximum limits of accumulated vacation to be carried 
forward to subsequent fiscal years by employees. Consequently, vacation pay and compensatory 
leave have steadily increased over the years. 


Deferred Revenue: 
Contributions Related to Leased Capital Assets 


Deferred revenue is recognized for contributions related to leased capital assets. For NRC 
purposes, this is associated with leases of facilities for $1 per year with the University of Alberta, 
the University of Prince Edward Island, and the University of Western Ontario. As at March 31, 
2008 this balance was $59.8 million. This balance has decreased by $2.7 million in the current 
year, and the decline is expected to continue given that associated revenue is recognized in 
accordance with the useful life of the related asset. Consequently, this account increases only 
when new capital leases are established. On such occasions, NRC will establish a non-financial 
capital asset as well as corresponding deferred revenue equal to the value of the capital lease. 
Over time and as the asset is used, NRC recognizes equal amounts of amortization and revenue 
(lease inducement revenue). As a result, no impact occurs on NRC’s net cost of operations or its 
Equity of Canada. 
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Specified Purpose Accounts 


NRC undertakes collaborative work with clients for the mutual benefit of both parties. Funding 
provided by the collaborator is placed in a Specified Purpose Account (SPA) and used over the 
duration of the project. Amounts remaining in the SPA at year-end are recorded as deferred 
revenue as it is expected that it will be used in the upcoming year on the project. At the end of 
2007-08, this amount totalled $14.5 million, representing an increase of 10% over the previous 
year. 


Other 


Other deferred revenue consists primarily of research press deferred revenue, as well as 
conference and seminar registration deferred revenue. NRC had other deferred revenues of $6.9 
million as at March 31, 2008 as compared to $9.2 million at March 31, 2007. The decrease of $2.3 
million (25%) is mainly attributable to the decrease in the number of Research Press subscriptions 
outstanding as at March 31, 2008 as well as the decline in the value of the US dollar given that all 
Research Press subscriptions are sold in US currency. 


« Research Press: NRC Canada Institute for Scientific and Technical Information (NRC-CIST]) 
publishes research journals that are available for purchase on a subscription basis. When 
NRC receives payment for the subscription, it records the amount as deferred revenue and 
then recognizes the revenue each month as the journal is issued. 


= Conference and Seminar Registration: NRC conducts many conferences and seminars which 
often require registration many months in advance of the conference date. Receipts from 
registration are recorded as deferred and recognized when the conference takes place. 


Deferred Revenue cin millions) 


10 ral a0 4) a0 60 70 


Contibutiors rebted to leas ed 
capital sets 


Specified Purpose Uccounts 


Other deferred reveriue 


Environmental liability: NRC's environmental liability has decreased from $300 thousand to 
$100 thousand in 2007-08. The estimated liability to remediate the land was reduced following a 
comprehensive environmental study completed on NRC’s Penticton solid waste landfill site. 
Furthermore, to ensure the protection of the environment and the public, NRC has finalized in 
2007-08 its plan to assess all research sites occupied by NRC. The first phase, which is scheduled 


60 NRC — SCIENCE AT WORK FOR CANADA 


to be completed in 2008-09, consists of site risk assessments. This first phase is critical to ensure 
that NRC directs further attention and resources on priority research sites. 


REVENUES 
NRC’s revenues for 2007-08 were $155 million as compared to $170 million in 2006-07. Recent 
trends in revenue components are shown in the following graph. The decrease results from 


isolated transactions, which when removed, demonstrate that NRC’s ongoing operational revenue 
actually increased by $1 million in the current fiscal year. 
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Services of a Non-Regulatory Nature: |n 2007-08, 40% ($62.9 million) of NRC revenues were 
generated from services of a non-regulatory nature, which primarily consists of research services 
provided directly to industry and academic clients. In 2007-08, NRC Institute for Aerospace 
Research (NRC-IAR) and NRC Canada Institute for Scientific and Technical Information (NRC- 
CISTI) accounted for over 43% of NRC’s service revenues, compared to 46% in 2006-07. 


Sales of Goods and Information Products: As part of its goal to disseminate scientific and 
technical information of importance to industry, NRC has publications and certified reference 
materials that it sells to clients. Total sales of goods and information products totalled $11.8 million 
in 2007-08, as compared to $11.3 million in 2006-07. The largest component of revenue derived 
from sales of goods and information products is due to research press journals sold through 
Canada’s scientific library. Research press income earned in 2007-08 was $6.5 million, compared 
to $5.8 million in 2006-07. This increase would have been more significant, however the steady 
decline of the US dollar in 2007-08 has reduced the impact, given that all research press journals 
are sold in US currency. 
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Rights and Privileges: Royalty revenue is earned from companies that license the rights to use 
NRC technology. Royalties are typically based on a percentage of the licensee’s sales. In 2007- 
08, NRC generated $9.5 million in royalties, up from $6.7 million in 2006-07 and $5.8 million in 
2005-06. The rise in revenue is primarily associated with NRC’s Institute for Biological Sciences 
(IBS) which earned revenue of $5.3 million in 2007-08, up from $3.5 million in 2006-07 and $3.8 
million in 2005-06, from which its largest royalties are earned through its license for the Meningitis 
C vaccine. 


Lease and Use of Property: Facilitating access to NRC researchers and facilities is an important 
part of technology transfer at NRC. To this end, NRC provides laboratory space to companies on a 
commercial basis, often as part of a collaboration or technology transfer agreement. Revenue from 
lease and use of property amounted to $4.3 million in 2007-08, as compared to $3.2 million in 
2006-07. The 34% increase in the current year is primarily associated with additional agreements 
at NRC Biotechnology Research Institute and NRC Industrial Materials Institute. 


Financial Arrangements with Other Departments and Agencies: NRC undertakes research on 
behalf of other federal government departments. The incremental costs associated with this work 
are reimbursed to NRC. In 2007-08, the amount of work undertaken for other government 
departments was significant, totalling $46.6 million ($57 million in 2006-07 and $58.8 million in 
2005-06). The decline of $10.4 million in revenue is associated with NRC’s Technology 
Partnerships Canada (TPC) program with Industry Canada. The TPC transfer payment program 
terminated on March 31, 2006, and as such only existing associated contracted projects continue 
to receive funding from NRC. Consequently, revenue has declined significantly in the past three 
years. In 2007-08, the NRC received a total of $4.5 million, as compared to $15 million in 2006-07 
and $18.8 million in 2005-06. 


Revenues from Joint Project and Cost Sharing Agreements: NRC also receives income 
through collaborative research projects that involve cost sharing arrangements for work that is 
likely to lead to new expertise or technology. In 2007-08, collaborative funding across all sectors at 
NRC earned a total of $15.5 million ($17.2 million in 2006-07 and $21 million in 2005-06). 
Revenue from joint research projects are not recognized until the project is complete. As such, 
revenue can fluctuate slightly depending on the number of on-going projects at year end. 


EXPENSES 


As noted in the Highlights section, NRC’s expenses increased from $847 million in 2006-07 to 
$853 million in 2007-08. 49% of expenses represents salary and benefits costs. 
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Salaries and Employee Future Benefits 


Salaries decreased by approximately $1 million from 2006-07. In 2006-07, three collective 
agreements were ratified at year end, therefore causing a large one time adjustment of $4 million 
for retroactive pay increments in addition to a pay equity settlement of $7.6 million. The absence of 
one time adjustments in 2007-08 were offset by increases for general pay increments. 


Grants and Contributions 


In 2007-08, grants and contributions from NRC remained stable in comparison to the previous 
fiscal year. The largest category of NRC grants and contributions relates to funding allocated to 
small and medium-sized enterprises (SMEs) through NRC-IRAP. These increased to $72.5 million 
in 2007-08, from $65 million in 2006-07. However, NRC-IRAP distributed only $2.9 million in 
contributions for the TPC program, down from $11.6 million in 2006-07, due to the winding down of 
the program. A decrease in contributions expense of $3.6 million also resulted from an increase 
related to the allowance for uncollectible (or write-off) TPC receivables in 2007-08, as the transfer 
payment to Industry Canada is reduced accordingly. 


NRC's contribution to TRIUMF, Canada’s national laboratory for particle and nuclear physics, 
increased from $45.5 million in 2006-07 to $51.5 million in 2007-08. The increase was provided to 
fund operation and maintenance expenses in order to satisfy facility conformity costs. TRIUMF is 
an unincorporated association that operates a research laboratory. 
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Contributions made through the NRC Herzberg Institute of Astronomy (NRC-HIA) to support 
international telescopes totalled $9.2 million in 2007-08, compared to $12.6 million in 2006-07. 
The decrease is due to instrument construction sits as well as the purchasing power increase of 
the Canadian dollar. 


Utilities, Materials and Supplies 


In 2007-08, expenses related to utilities, materials and supplies reached $89.3 million, as 
compared to $81 million in 2006-07. The $8.3 million increase primarily results from NRC’s 
accounting treatment of prepaid expenses. In 2006-07, NRC-CISTI set up a large prepaid for its 
serial renewal subscriptions, consequently reducing the expense incurred in 2006-07. As a result, 
the expense incurred in 2007-08 increased by approximately $5.4 million. The remaining balance 
can be attributed to NRC Herzberg Institute for Astronomy, which incurred additional expenses of 
$2.9 million in 2007-08 due to project requirements. 


Bad Debts 


NRC’s bad debt expense increased from $3.7 million in 2006-07 to $6.4 million in 2007-08. The 
increase is related to write-offs recorded in the year for bad debts within NRC-IRAP’s TPC 
program, as discussed within the Grants and Contributions section. 


Awards 


In 2007-08, award costs increased from $1.7 million in 2006-07 to $3.2 million in 2007-08. The 
additional award costs are related to NRC’s rights and privileges revenue, which was $9.5 million in 
2007-08. The awards expense has a direct relationship with revenue given that patent awards are 
distributed to personnel as income is earned from the respective license agreements. NRC 
distributes a maximum of 35% of revenue earned to personnel responsible for the creation of the 
commercial patent. Consequently, a rise in royalty revenue results in a corresponding increase in 
award costs. 


Other Expenses 


Other Expenses amounted to $58 thousand in 2007-08, as compared to $3.1 million in 2006-07. 
The main reason for the decrease in other expenses is due to the pay equity settlement recognized 
in 2006-07 of $2.9 million related to damages pursuant to the Canadian Human Rights Act to all 
Eligible Employees of the Research Council Employees’ Association. 
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Auditor General of Canada 
Verificatrice gesérale du Canada 


AUDITOR’S REPORT 


To the National Research Council of Canada 
and the Minister of Industry 


| have audited the statement of financial position of the National Research Council of Canada 
(the Council) as at March 31, 2008 and the statements of operations, equity of Canada and 
cash flow for the year then ended. These financial statements are the responsibility of the 
Council’s management. My responsibility is to express an opinion on these financial statements 
based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. 
Those standards require that | plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Council as at March 31, 2008 and the results of its operations and its cash flows 
for the year then ended in accordance with Canadian generally accepted accounting principles. 


Further, in my opinion, the transactions of the Council that have come to my notice during my 
audit of the financial statements have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the National Research Council Act and regulations 
and the by-laws of the Council 


bee 


John Wiersema, FCA 
Deputy Auditor General 
for the Auditor Genera! of Canada 


Ottawa, Canada 
June 13, 2008 


240 rue Sparks Street, Ottawa, Ontario KIA OG6 
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National Research Council of Canada 


Statement of Management Responsibility 


Responsibitity for the integrity and objectivity of the accompanying financial statements for the 
year emded March 31, 2008 and all infarmation contained in thesc statements rests with the 


National Research Council of Canada’s (NRC) management. These financial statements have — 


been prepared by management in accordance with Treasury Board avcouriiny pulicies and year 
end instructions issued by the Office of the Compirolier General which are consistent with 
Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management's best 
estimates and judgment and gives due consideration to materiality. To fulfill its accounting and 
reporting responsibilities, management maintains a selol auvuunds Wel provides a centralized 
record of NRC's financial transactions. Financial information submitted to the Public Accounts of 
Canada and included in NRC's Ferformance Keport and Annual Keport is consistent with these 
financial statements. 


Management maintains a system of financial management and internal controls designed to 
provide reasonable assurance that financial information is reliable, that assets are safeguarded 
anu thal transactions are in accordance with the Financial Administration Act, are executed in 
accordance with prescribed regulations, within Parliamentary authorities, and are properly 
recorded to marntain accountability of Goverment funds. Management aiso seeks to ensure the 
objectivity and integrity of data in its financial statements by careful selection, training and 
development of qualified staff, by organizational arrangements that provide appropriate divisions 
of responsibility, and by communication programs aimed at ensuring that requlations, policies, 
standards and managerial authorities are understood throughout NRC. 


The rote of the Audit, Evaluation, and Risk Management Committee of NIRC, that was established 
in June 2005, is to ensure that the proper review procedures are in place, to obtain the resulls uf 
the audits and evaluations, especially im sensitive areas and in areas of concern and to be 
informed of the corrective actions taken or planned to be taken by management. 


The financial statements of NRC have been audited by the Auditor General of Canada, the 


independent auditor for the Government of Canada. 


Daniel Gosselin, FCA 
Chief Financial Officer 


Ottawa, Canada 
June 13, 2008 
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National Research Council of Canada 
Ststement of Financial Positon 
as at March 31 
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(in Fousands af dovars} 
ASSETS 


Financial Assets 
Oue fran the Consulidated Revenue Fund 
Accourts receivable and advances (Note 4} 
Inventory for resaic 
Equity nvestments (Note 5) 
Endowmont ‘und investnente (Note 6) 


Non-Financial Assets 
P-enaid expenses 
Inventory for consumption 
Capital asses (Ncte 7) 


TOTAL ASSETS 
LIABILITIES AND EQUITY OF CANADA 
Liabilities 
Ascounts payable and accrued liabilities (Note 8) 
Vacation pay and cormpernsaiury leave 
Deferred revenwe (Note $) 
Employee future kenefics (Ncte tO) 
Environmental liabilities (Note 11} 
Equity of Canada 


TOTAL LIABILITIES AND EQUITY GF CANADA 


Contingent liabilities (Note 11} and cottractual obligations (Note 12) 


The suuenpanyng notes form an integral part of these financial statements. 


Pierre|Coulombe. PiG@., P.Eng. 
President 


SA baker. 


Danlel Gosselin, PCA 
Chief Financial Officer 


—— eo 
204,764 207,671 

27 564 26 ,€80 
2,628 2,873 

645 €46 

4,310 4.19? 
239,411 242,562 
13,634 12,750 
2,445 2,111 

ri 601,263 

614,801 616,224 
es) NT 
Terie 130,653 
40,°50 39,791 
1,246 84,634 
61,°24 58.7398 

: 500 

310,397 314 568 
540,815 544.220 
__ 851,212 __ 858,736. 
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National Research Council of Canada 
Statement of Operations 
for the year ended March 31 


(in thousands of dollars) 


Expenses (Note 13) 
Research and development 
Technology and Industry support 


Revenues (Note 14) 
Research and development 
Technology and Industry support 


Net Cost of Operations 


2008 2007 
601,723 600,627 
251,265 246,028 
852,988 846,655 
101,740 109,621 

52,790 60,536 
154,530 170,157 
698,458 676,498 


The accompanying notes form an integral part of these financial statements. 
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National Research Council of Canada 
Statement of Equity of Canada 
for the year ended March 31 


(in thousands of dollars) 2008 2007 


Equity of Canada, beginning of year 544,220 507,227 
Net cost of operations (698,458) (676,498) 
Net cash provided by Government (Note 3) 673,127 655,005 
Change in due from the Consolidated Revenue Fund (3,207) 30,874 
Services received without charge (Note 15) Zoo 27,612 

Equity of Canada, end of year 540,815 544,220 


The accompanying notes form an integral part of these financial statements. 
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National Research Council of Canada 
Statement of Cash Flow 
for the year ended March 31 


(in thousands of dollars) 


Operating Activities 
Net cost of operations 
Non-cash items 
Amortization of capital assets 
Gain on sale of equity investments 
Net (loss) gain on disposal of capital assets 
Services received without charge (Note 15) 
Other 
Variations in Statement of Financial Position 
Increase in accounts receivable and advances 
Decrease in inventory for resale 
Increase in endowment fund investments 
Increase in prepaid expenses 
Increase (decrease) in inventory for consumption 
Decrease (increase) in liabilities 
Cash used by operating activities 


Capital Investment Activities 
Acquisitions of capital assets 
Proceeds from disposal of capital assets 
Cash used by capital investment activities 


Investing Activities 
Proceeds from sale of equity investments 
Cash used by investing activities 


Financing Activities 
Net cash provided by Government of Canada (Note 3) 


2008 2007 

698,458 676,498 
(66,555) (64,210) 
: 223 
(597) 6,823 
(25,133) (27,612) 
1,166 2,451 
484 5,791 
(545) (716) 
118 115 

884 7,280 
334 (105) 
4,169 (55,746) 
612,783 550,792 
60,939 120,172 
(594) | (15,327) 
60,345 104,845 

a(t) (632) _ 

(Wy (632) 
(673,127) | (655,005) 


The accompanying notes form an integral part of these financial statements. 
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National Research Council of Canada 
Notes to Financial Statements 
Year ended March 31, 2008 


um 


1. Authority and Objectives 

The National Research Council of Canada (NRC) exists under the National Research Council Act and is a 
departmental corporation named in Schedule I! of the Financial Administration Act. The objectives of NRC 
are to create, acquire and promote the application of scientific and engineering knowledge to meet 
Canadian needs for economic, regional and social development and to promote and provide for the use of 
scientific and technical information by the people and the Government of Canada. 


In delivering its mandate, NRC reports under the following program activities: 


» research and development; and 
* technology and industry support. 


These program activities also include NRC's priorities of enhancing development of sustainable technology 
clusters for wealth creation and social capital as well as program management for a sustainable 
organization. 


2. Summary of Significant Accounting Policies 

These financial statements have been prepared in accordance with Treasury Board accounting policies 
and year-end instructions issued by the Office of the Comptroller General, which are consistent with 
Canadian generally accepted accounting principles for the public sector. The significant accounting policies 
are: 


a) Parliamentary Appropriations 


NRC is financed mainly by the Government of Canada through Parliamentary appropriations. 
Appropriations provided to NRC do not parallel financial reporting according to Canadian generally 
accepted accounting principles since appropriations are primarily based on cash flow 
requirements. Consequently, items recognized in the statement of operations and the statement of 
financial position are not necessarily the same as those provided through appropriations from 
Parliament. Note 3 provides a high-level reconciliation between the bases of reporting. 


b) Net Cash Provided by Government 


NRC operates within the Consolidated Revenue Fund, which is administered by the Receiver 
General for Canada. All cash received by NRC is deposited to the Consolidated Revenue Fund 
and all cash disbursements made by NRC are paid from the Consolidated Revenue Fund. The net 
cash provided by Government is the difference between all cash receipts and all cash 
disbursements including transactions between departments (including agencies) of the federal 
government. 


c) Due from the Consolidated Revenue Fund 


Due from the Consolidated Revenue Fund represents the amount of cash that NRC is entitled to 
draw from the Consolidated Revenue Fund without further appropriations. 
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d) Revenues / Deferred revenue 


e) Expenses 


Revenue is recognized in the year in which the underlying transaction or event occurred that 
gave rise to revenue. 

Revenue from license fees, joint research projects and other sources is deposited to the 
Consolidated Revenue Fund and is available for use by NRC. 


License fees received for future year license periods are recorded as deferred revenue and 
amortized over the license period. 


Funds received from third parties for specified purposes are recorded upon receipt as deferred 
revenue and recognized as revenue in the year in which the related expenses are incurred. 


Contributions of leased capital assets are deferred and amortized to operations on the same 


- basis as the related depreciable capital assets. 


Grants are recognized in the year in which the conditions for payment are met. In the case of 
grants. which do not form part of an existing program, the expense is recognized when the 
Government announces a decision to make a non-recurring transfer, provided the enabling 
legislation or authorization for payment receives parliamentary approval prior to the completion 
of the financial statements. 

Contributions are recognized in the year in which the recipient has met the eligibility criteria or 
fulfilled the terms of a contractual transfer agreement. 

Vacation pay and compensatory leave are expensed as the benefits accrue to employees 
under their respective terms of employment. 

Services received without charge from other government departments and agencies are 
recorded as operating expenses at their estimated cost. 


f) Employee future benefits 


i) Pension Benefits 


Eligible employees participate in the Public Service Pension Plan, a multiemployer plan 
administered by the Government of Canada. NRC’s contributions to the Plan are charged to 
expense in the year incurred and represent NRC’s total obligation to the Plan. Current legislation 
does not require NRC to make contributions for any actuarial deficiencies of the Plan. 


ii) Severance Benefits 


Employees are entitled to severance benefits under labour contracts or conditions of employment. 


These benefits are accrued as employees render the services necessary to earn them. The 
obligation relating to the benefits earned by employees is calculated using information derived 
from the results of the actuarially determined liability for employee severance benefits for the 
Government as a whole. 


g) Accounts receivable 


Accounts receivable are stated at amounts expected to be ultimately realized; a provision is made 
for receivables where recovery is considered uncertain. 


h) Conditionally repayable contributions 


Conditionally repayable contributions are contributions that, all or part of which become repayable, 
if conditions specified in the contribution agreement come into effect. Accordingly, they are not 
recorded on the Statement of Financial Position until the conditions specified in the agreement are 
satisfied at which time they are then recorded as a receivable and a reduction in transfer payment 
expenses. An estimated allowance for uncollectibility is recorded where appropriate. 


SS 
SECTION II — SUPPLEMENTARY INFORMATION 73 


i) Contingent liabilities 


Contingent liabilities are potential liabilities, which may become actual liabilities when one or more 
future events occur or fail to occur. To the extent that the future event is likely to occur or fail to 
occur, and a reasonable estimate of the loss can be made, an estimated liability is accrued and an 
expense recorded. If the likelihood is not determinable or an amount cannot be reasonably 
estimated, the contingency is disclosed in the notes to the financial statements. 


j) Environmental liabilities 


Environmental liabilities reflect the estimated costs related to the management and remediation of 
environmentally contaminated sites. Based on management's best estimates, a liability is accrued 
and an expense recorded when the contamination occurs or when NRC becomes aware of the 
contamination and is obligated, or is likely to be obligated to incur such costs. If the likelihood of 
NRC’s obligation to incur these costs is either not determinable or unlikely, or if an amount cannot 
be reasonably estimated, the costs are disclosed as contingent liabilities in the notes to the 
financial statements. 


k) Inventory 


Inventory for resale and for consumption is recorded at the lower of cost (using the average cost 
method) or net realizable value. The cost is charged to operations in the year in which the items 
are sold or used. 


1) Equity investments 


Equity investments include shares in publicly and privately held companies. Equity investments 
are typically obtained as a result of debt settlement negotiations or as a result of non-monetary 
transactions (where financial assistance at better-than-market conditions was provided to firms 
through access to intellectual property, equipment and incubation space in laboratories). If the 
estimates of the non-monetary transactions cannot be determined, the equity investments are 
initially recorded at a nominal value. Otherwise they are initially recorded at fair value based on 
market prices. If the fair value of equity investments becomes lower than the book value and this 
decline in value is considered to be other than temporary, the equity investments are written down 
to fair value. 


m) Endowment Fund Investments 


Endowments consist of restricted donations subject to externally imposed restrictions stipulating 
that the resources be maintained permanently. Income from the investment of endowments may 
only be used for the purposes established by the donors. 


Endowments are recognized as an asset when the amount to be received can be reasonably 
estimated and ultimate collection is reasonably assured. Income from endowments is recorded as 
deferred revenue and recognized as revenue in the year in which the related expenses are 
incurred. 


Funds received for endowments are invested in bonds and are carried at amortized cost. The 
premium or discount determined at the time of acquisition is amortized until the security's maturity. 
Fair value of bonds is based on market prices. 


n) Foreign Currency Transactions 


Transactions involving foreign currencies are translated into Canadian dollar equivalents using 
rates of exchange in effect at the time of those transactions. Monetary assets and liabilities 
denominated in foreign currencies are translated using rates at year end. Gains and losses 
resulting from foreign currency translation are reported on the Statement of Operations according 
to the activities to which they relate. Net gains and losses relating to the sale of goods or services 
in foreign currency are included in revenues. Net gains and losses relating to the purchase of 
goods or services in foreign currency are included in expenses. 
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0) Capital Assets and Amortization 


Capital assets and leasehold improvements having an initial cost of $5,000 or more are recorded 
at their acquisition cost. Contributed capital assets are recorded at market value at the date of 
contribution. NRC does not capitalize intangibles, works of art and historical treasures that have 
cultural, aesthetic or historical value. Assets acquired under capital leases are initially recorded at 
the present value of the minimum lease payments at the inception of the lease. Capital assets 
held for sale are recorded at the lower of their carrying value or fair value less cost to sell and no 
amortization is recorded. Amortization of capital assets is calculated on a straight-line basis over 
the estimated useful life of the asset as follows: 


Asset Class Amortization Period 
Land _ Not applicable 
Buildings and facilities 25 years 
Works and infrastructure 25 years 
Machinery, equipment and furniture 10 years 
Informatics equipment 9° years 
Informatics software 5 years 


Vehicles 5 years 
’ Aircraft 10 years 
Leasehold improvements Lesser of the remaining term of the lease or 
useful life of the improvement 
Assets under construction Once in service, in accordance with asset class 
Leased capital assets In accordance with asset class 


Where NRC enters into land leases at a nominal value, the transaction is considered as a 
non-monetary transaction and is recorded at fair value. Fair value of the transaction is based on 
market prices. If the estimates of the non-monetary transactions cannot be determined, the 
amount of the transaction is recorded at a nominal value. 


p) Measurement Uncertainty 


The preparation of these financial statements in accordance with Treasury Board accounting 
policies and year-end instructions issued by the Office of the Comptroller General, which are 
consistent with Canadian generally accepted accounting principles for the public sector requires 
management to make estimates and assumptions that affect the reported amounts of assets, 
liabilities, revenues and expenses reported in the financial statements. At the time of preparation 
of these statements, management believes the estimates and assumptions to be reasonable. The 
most significant items where estimates are used are contingent liabilities, environmental liabilities, 
the liability for employee severance benefits, the allowance for doubtful accounts, the fair value of 
non-monetary transactions related to leased capital assets and the useful life of capital assets. 
Actual results could significantly differ from those estimated. Management's estimates are 
reviewed periodically and, as adjustments become necessary, they are recorded in the financial 
statements in the year they become known. 


q) Asset Retirement Obligations 


Liabilities are recognized for statutory, contractual or legal obligations, when incurred, associated 
with the retirement of tangible capital assets when those obligations result from the acquisition, 
construction, development or normal operation of the assets. The obligations are measured 
initially at fair value, determined using present value methodology, and the resulting costs 
capitalized into the carrying amount of the related asset. In subsequent periods, the liability is 
adjusted for the accretion of discount and any changes in the amount or timing of the underlying 
future cash flows. The capitalized asset retirement cost is depreciated on the same basis as the 
related asset and the discount accretion is included in determining the results of operations. 
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3. Parliamentary Appropriations 

NRC receives most of its funding through annual Parliamentary appropriations. Items recognized in the 
Statement of Operations and the Statement of Financial Position in one year may be funded through 
Parliamentary appropriations in prior, current or future years. Accordingly, NRC has different net results of 
operations for the year on a government funding basis than on an accrual accounting basis. The 
differences are reconciled in the following tables: 


a) Reconciliation of net cost of operations to current year appropriations used 


EEE 


(in thousands of dollars) 2008 2007 


Net Cost of Operations 698,458 676,498 


Adjustments for items affecting net cost of operations but not affecting 
appropriations: 


Revenues 154,530 AO Toe 
Amortization of capital assets (66,555) (64,210) 
Financial arrangements with other Federal Government departments and 
agencies (46,617) (56,974) 
Services received without charge (Note 15) (25,133) (27,612) 
Specified purpose accounts expenses (14,009) (15,131) 
Decrease (increase) in salary accrual D021 (5,527) 
Refunds of previous year's expenditures 3,488 3,540 
Decrease in payment-in-lieu of taxes accrual 2,623 37a 
Increase in employee future benefits (2,336) (3,519) 
Cost of goods sold (650) (745) 
Loss on disposal of capital assets (597) - 
Write-off of inventory (551) (870) 
Increase in vacation pay and compensatory leave (359) (2,805) 
Decrease (increase) in litigation claim expense accrual 261 (1,012) 
Decrease in environmental liabilities 200 - 
Bad debts recovery (expense) 95 (784) 
Expenses related to Justice Canada - (541) 
Other 1,078 2,303 
Total items affecting net cost of operations but not affecting 
appropriations 10,995 (3,359) 
Adjustments for items not affecting net cost of operations but affecting 
appropriations: 
Acquisitions of capital assets and additions to assets under construction 59,824 60,871 
Inventory purchases 990 794 
Increase in prepaid expenses 884 7,280 
Total items not affecting net cost of operations but affecting 
appropriations 61,698 68,945 
Current year appropriations used HN ON 742,084 
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b) Reconciliation of Parliamentary appropriations provided to current year appropriations used 


(in thousands of dollars) 2008 2007 


Parliamentary appropriations provided: 


Vote 55 — Operating expenditures 445,422 460,203 
Vote 60 — Capital expenditures 47,185 49,943 
Vote 65 — Grants and contributions 152,124 145,858 


Statutory amounts: 


Revenues pursuant to paragraph 5(1)(e) of the National Research 


Council Act 162,748 133,706 
Contributions to employee benefit plans BE OGOo4 54,647 
Proceeds from the disposal of surplus Crown assets 656 335 
Collection agency fees 48 51 
Less: 
Revenues available for use in subsequent years (66,118) (78,168) 
Lapsed appropriations (28,598) (24,491) 
Current year appropriations used TAN AS 742,084 


c) Reconciliation of net cash provided by Government to current year appropriations used 


in thousands of dollars 2008 2007 


Net cash provided by government 673,127 655,005 


Adjustments for items not affecting appropriations: 


Revenues 154,530 170,157 
Expenditures (50,074) (31,978) 
Increase in accounts receivable and advances (484) (5,791) 
Increase in endowment fund investments (118) (115) 
Decrease in inventory 1,201 1,615 
Increase in capital assets (1,115) (59,301) 
(Decrease) increase in liabilities aes (5,916)= 12,492 
Total items not affecting appropriations 98,024 87,079 
Current year appropriations used aro 742,084 


4. Accounts Receivable and Advances 


in thousands of dollars 2008 2007 
Accounts receivable from external parties 20,869 19,612 
Accounts receivable from other Federal Government departments and 
agencies 5,898 5,846 
Employee advances 51 48 

26,818 . 25,506 
Less: allowance for doubtful accounts on external accounts receivable (1,147) (2,180) 

25,671 23,326 
Repayable contributions 9,944 10,659 
Less: allowance for uncollectibility ez Nn (7,105) 
Net repayable contributions 1,693 3,554 


Sn 


Total 27,364 26,880 
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5. Equity Investments 

Equity investments include shares in publicly and privately held companies. It is not management's 
intention to hold equity investments over the long-term. NRC will consider timely opportunities for 
divestiture of equity investments by taking into account the interests, market liquidity and expected future 
growth of the company. Of all portfolio investments where NRC holds an equity position, six were for debt 
settlements for a total value of $684,168 (six valued at $644,839 in 2007) and eighteen were obtained by 
non-monetary transactions (twenty in 2007), of which nine (eight in 2007) are inactive or have filed for 
bankruptcy. Estimates of the non-monetary transactions cannot be determined, as the value of the financial 
assistance is highly speculative. 


The fair value of the equity investments as at March 31, 2008 was $4,014,877 ($757,292 in 2007). 


6. Endowment Fund Investments 

This account was established pursuant to paragraph 5(1)(f) of the National Research Council Act to record 
the residue of the estate of the late H.L. Holmes. Up to two thirds of the endowment fund's yearly net 
income is used to finance the H.L. Holmes award on an annual basis. The award provides the opportunity 
to post-doctoral students to study at world famous graduate schools or research institutes under 
outstanding researchers. 


in thousands of dollars 2008 2007 


Restricted cash and investments, beginning of year 4,192 4,077 
Net income from endowment 209 208 
Awards granted 91 93 
Restricted cash and investments, end of year 4,310 4,192 


The portfolio had an average effective return of 4.71% (5.02% in 2007) and an average term to maturity of 
5.24 years as at March 31, 2008 (5.07 years as at March 31, 2007). The fair value of the endowment 
investments as at March 31, 2008 was $4,460,397 ($4,261,721 in 2007). 


7. Capital Assets 


(in thousands of dollars) Cost Accumulated amortization 


Transfers, 
disposals 
Opening and Closing 
Capital asset class balance write-offs balance 


Land 10,972 : - 10,972 


Transfers, 
disposals 
and 
write-offs 


2008 Net 
book 
value 


10,972 
282,715 


Opening 
balance 


Closing 
balance 


Amortization 


Buildings and facilities 614,786 623,399 (317,118) 
Works and 

infrastructure 20,185 - 20,270 (12,153) 
Machinery, equipment 


7,391 


and furniture 472,547 : 484,016 (296,859 
Informatics equipment 68,765 : 68,839 (54,518 


) 172,456 
) 
Informatics software 17,322 18,103 (6,880) 
) 
) 


13,831 
7,908 
877 
1,935 


Vehicles 2,786 3,005 (2,067 


Aircraft 10,763 - 11,246 (9,074 
Leasehold 

improvements 10,474 12,213 (1,676) 
Assets under 

construction 10,562 27,741 


Leased capital assets 68,100 68,100 5,554 


Total 1,307,262 60,939 | — (20,297) | 1,347,904 705,899 66,555 20,272 | (752,182 595,722 | _ 601,363 


10,074 


27,741 


Amortization expense for the year ended March 31, 2008 is $66,554,738 ($64,209,615 in 2007). 
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At March 31, 2008, NRC held eight land lease agreements (eight in 2007) for a nominal annual cost of one 
dollar with universities. In these instances, NRC owns the building on the leased land. The fair value of the 
land for these non-monetary transactions cannot be determined. 


On March 21, 1996, NRC entered into a non-monetary transaction. NRC entered into a lease agreement 
with the University of Western Ontario for the relocation of the Integrated Manufacturing Technologies 
Institute (IMTI) whereby leased property was provided to NRC for twenty-five years at a nominal cost of 
one dollar. NRC has no obligations to the University of Western Ontario other than the relocation of the 
institute. The property was recorded as a leased capital asset at its fair value of $10,000,000. The annual 
amortization of $400,000 for the capital asset is exactly offset by the amortization of the deferred 
contribution related to the leased property. 


On May 23, 2006, NRC took possession of a new facility and entered into a non-monetary transaction with 
the University of Alberta. NRC entered into a lease agreement with the University for the housing of NRC’s 
National Institute for Nanotechnology (NINT), whereby leased property is provided to NRC at a nominal 
cost of one dollar per year. The lease provides a one year term with options to renew on ten sequential 
occasions, each of the first nine renewals to be for a period of five years and the tenth renewal for a period 
of four years. The building was recorded as a leased capital asset at its fair value of $44,400,000. The 
annual amortization of $1,776,000 for the capital asset is exactly offset by the amortization of the deferred 
contribution related to the leased building. 


On September 1, 2006, NRC took possession of a new facility and entered into a non-monetary transaction 
with the University of Prince Edward Island. NRC entered into a lease agreement with the University for the 
housing of NRC’s Institute for Nutrisciences and Health (INH), whereby leased property was provided to 
NRC at a nominal cost of one dollar per year. The lease provides a nineteen month term with renewal 
options for seven additional periods of five years, and one additional period of three years and five months 
(to August 31, 2046). The building was recorded as a leased capital asset at its fair value of $13,700,000. 
The annual amortization of $548,000 for the capital asset is exactly offset by the amortization of the 
deferred contribution related to the leased building. 


8. Accounts Payable and Accrued Liabilities 


in thousands of dollars 2008 2007 
Suppliers 99,504 102,188 
Payable to other Federal Government departments and agencies 14,935 14,017 
Accrued salaries, wages and employee benefits 11,423 TSS 
Contractor holdbacks 1,849 745 
Sales tax payable 66 130 
Total - WET TET 130,853 


SECTION IIl - SUPPLEMENTARY INFORMATION 79 


9. Deferred Revenue 


(in thousands of dollars) 2008 2007 
Deferred revenue — contributions related to leased capital assets 

Balance, beginning of year 62,546 6,600 
Contributions received - 58,100 
Contributions recognized as revenue (2,724) (2,154) 
Balance, end of year _ 59,822 62,546 


Deferred revenue - specified purpose accounts 


Balance, beginning of year 13,093 12,596 
Funds received 16,877 17,679 
Revenue recognized (15,466) OI S2as 
Balance, end of year 14,504 13,093 


Deferred revenue - other 


Balance, beginning of year 9,195 23,598 
Funds received 6,724 9,129 
Revenue recognized (8,999) (23,532) 
Balance, end of year 6,920 9,195 
es eee SS eee 
Total 81,246 84,834 


10. Employee Future Benefits 
Employees of NRC are entitled to specific benefits on or after termination or retirement, as provided for 
under various collective agreements or conditions of employment. 


a) Pension benefits 


NRC and all eligible employees participate in the Public Service Pension Plan, which is sponsored and 
administered by the Government of Canada. Pension benefits accrue up to a maximum of 35 years at a 
rate of two percent per year of pensionable service, times the average of the best five consecutive years of 
earnings. The benefits are integrated with Canada/Quebec Pension Plans benefits and they are indexed to 
inflation. 


The expense amounts to $42,051,439 ($40,275,048 in 2007) which represents approximately 2.2 times 
(2.3 times in 2007) the contributions by employees. Both the employees and NRC contribute to the cost of 
the Plan. As at March 31, 2008, the contributions are as follows: 


(in thousands of dollars) 2008 2007 
NRC’s contributions 42,051 40,275 
Employees’ contributions 19,250 17,825 


NRC’s responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or deficiencies 
are recognized in the financial statements of the Government of Canada, as the Plan’s sponsor. 


b) Employee severance benefits 


NRC provides severance benefits to its employees based. on eligibility, years of service and final salary. 
These severance benefits are not pre-funded. Benefits will be paid from future appropriations. Information 
about the severance benefits, measured as at March 31, is as follows: 


(in thousands of dollars) 2008 2007 


Accrued benefit obligation, beginning of year 58,788 55,269 
Expense for the year 7,603 7,180 
Benefits paid during the year (5,267) (3,661) 
Accrued benefit obligation, end of year 61,124 58,788 
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11. Contingent Liabilities 
a) Environmental liabilities 


Liabilities are accrued to record the estimated costs related to the management and remediation of 
contaminated sites where NRC is obligated or likely to be obligated to incur such costs. NRC has identified 
one site (one site in 2007) where such action is possible and for which a liability of $100,000 ($300,000 in 
2007) has been recorded. NRC’s ongoing efforts to assess contaminated sites may result in additional 
environmental liabilities related to newly identified sites, or changes in the assessments or intended use of 
existing sites. These liabilities will be accrued by NRC in the year in which they become known. 


b) Claims and litigation 


Claims have been made against NRC in the normal course of operations. Some of these potential liabilities 
may become actual liabilities when one or more future events occur or fail to occur. To the extent that the 
future event is likely to occur, and a reasonable estimate of the loss can be made, an estimated liability is 
accrued and an expense recorded in NRC's financial statements. 


As at March 31, 2008, NRC had thirteen claims (thirteen in 2007) outstanding of which two (three in 2007) 

related to pending charges that will likely result in a liability and two where the outcome is undeterminable 

(two in 2007). The two claims that will likely result in a liability can be reasonably estimated (three in 2007). 

A total accrued liability of $1,289,136 ($1,550,000 in 2007) was recorded based on NRC's legal 
~ assessment of potential liability. 


c) Asset Retirement Obligations 


NRC has not recognized any asset retirement obligations in the financial statements. NRC’s legal 
obligations related to asset retirements are subject to several uncertainties and therefore fair values cannot 
be reasonably determined. Changes in these assumptions and uncertainties could materially affect NRC’s 
assets and liabilities as well as the resulting amortization and accretion expenses related to the asset 
retirement obligation. 


NRC generally incurs the costs associated with the removal and disposal of asbestos and other designated 
substances located in NRC buildings during major renovations. The timing and scope of renovations which 
result in the removal of regulated substances cannot be reasonably estimated at this time. Consequently, 
the asset retirement obligations associated with the removal of asbestos and other designated substances 
within NRC’s premises have not been recognized in the financial statements. 


12. Contractual Obligations 

The nature of NRC’s activities can result in some large multi-year contracts and obligations whereby NRC 
will be obligated to make future payments when the services/goods are received. Significant contractual 
obligations that can be reasonably estimated are summarized as follows: 


2013 and 
in thousands of dollars 2009 2010 2011 2012 thereafter Total 
Transfer payments 105,827 59,635 10,079 9,900 8,450 193,891 
Operating contracts 35,075 9,493 14,579 - - 59,147 
Total 140,902 69,128 24,658 9,900 8,450 253,038 


ee 
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(ia thousands of dollars) 2008 2007 


Salaries and employee future benefits 418,453 419,566 
Grants and contributions 142,497 142,963 
Utilities, materials and supplies 89,331 81,026 
Amortization 66,555 64,210 
Professional and special services 58,018 60,111 
Transportation and communication 28,061 edeler 
Repairs and maintenance 18,293 18,180 
Payments in lieu of taxes 11,977 : 13,649 
Bad debts 6,390 3,658 
Information 4,741 Sart 
Rentals 4,214 5,244 
Awards 3/153 1,707 
Cost of goods sold : 650 745 
Net loss on disposal of capital assets 597 - 

Other 58 3,092 
Total 852,988 846,655 


14. Revenues 


all a EEE 


(in thousands of dollars) 2008 2007 
Sales of goods and services 
Services of non-regulatory nature and other fees and charges 62,900 64,995 
Sales of goods and information products 11,814 11,349 
Rights and privileges 9,471 6,663 
Lease and use of property 4,303 3,221 
88,488 86,228 
Financial arrangements with other Federal Government departments and 
agencies . 46,620 56,974 
Revenues from joint project and cost sharing agreements 15,466 17,182 
Lease inducement revenue 2,724 2,154 
Donations and bequests 621 - 
Other : 611 573 
Gain on sale of equity investment - 2235 
Net gain on disposal of capital assets - 6,823 


Total 154,530 170,157 
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15. Related Party Transactions 

NRC is related as a result of common ownership to all Government of Canada departments, agencies, and 
Crown corporations. NRC enters into transactions with these entities in the normal course of business and 
on normal trade terms. Refer to Note 4 and Note 8 for receivable and payable to other Federal Government 
departments and agencies. Also, during the year, NRC received services, which were obtained without 
charge from other Federal Government departments and agencies. These services without charge have 
been recognized in NRC’s Statement of Operations as follows: 


in thousands of dollars 2008 2007 
Employer's contributions to the health and dental insurance plans provided by 

Treasury Board 23,706 25,786 
Audit services provided by the Office of the Auditor General of Canada 441 500 
Legal services provided by Justice Canada 360 635 
Workers’ compensation benefits provided by Human Resources and Social 

Development Canada 310 360 
Payroll services provided by Public Works and Government Services Canada 167 174 
Accommodation provided by Public Works and Government Services Canada 149 foi 
Total : 2 51Gs 27,612 


The total of legal services provided by Justice Canada amounts to $1,154,030 ($1,176,429 in 2007). Of this 
amount, $360,143 ($635,462 in 2007) was provided without charge. The total of accommodation provided 
by Public Works and Government Services Canada amounts to $321,080 ($322,318 in 2007). Of this 
amount, $149,298 ($156,876 in 2007) was provided without charge. The total of Workers’ compensation 
benefits provided by Human Resources and Social Development Canada amounts to $834,813 ($690,606 
in 2007). Of this amount, $309,838 ($360,188 in 2007) was provided without charge. 


16. Financial Instruments 

NRC's financial instruments consist of accounts receivable and advances, investments, accounts payable 
and accrued liabilities, and deferred revenue. Unless otherwise noted, it is management’s opinion that NRC 
is not exposed to significant interest, currency or credit risk arising from these financial instruments. Unless 
otherwise disclosed in these financial statements, management estimates that the carrying values of the 
financial instruments approximate their fair value due to their impending maturity. 


17. Comparative Information 
Comparative figures have been reclassified to conform to the current year's presentation. 


nn 
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Section IV — Other Items of Interest 


Organizational Information 


NRC Mandate 


Under the National Research Council Act, NRC is responsible for: 

e Undertaking, assisting or promoting scientific and industrial research in different fields of 
importance to Canada; 

e Establishing, operating and maintaining a national science library; 

e Publishing and selling or otherwise distributing such scientific and technical information as the 
Council deems necessary; 

e Investigating standards and methods of measurement; 

e Working on the standardization and certification of scientific and technical apparatus and 

instruments and materials used or usable by Canadian industry; 

Operating and administering any astronomical observatories established or maintained by the 

Government of Canada; 

Administering NRC's research and development activities, including grants and contributions 

used to support a number of international activities; and 

e Providing vital scientific and technological services to the research and industrial communities. 


Consult http://laws.justice.gc.ca/en/n-15/87335.html for more details about NRC’s legislative 
framework. 


NRC Accountability Framework 


NRC reports directly to the Parliament of Canada through the Minister of Industry. NRC works in 
partnership with the members of the Industry Portfolio to leverage complementary resources and 
exploit synergies in areas such as innovation of firms through S&T, SMEs and economic growth of 
Canadian communities. The NRC Council provides strategic direction and advice to the President 
and reviews organizational performance. The President is the leader, responsible for fulfilling 
corporate strategies and delivering results. Five Vice Presidents (Life Sciences, Physical 
Sciences, Engineering, Technology and Industry Support and Corporate Services) are responsible 
for a portfolio of research institutes, programs and centres. Figure 4-1 provides an overview of 
NRC’s organization. 
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Figure 4-1: NRC Organizational Chart 
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Organizational Sustainability 


Highly qualified professionals (scientists, engineers, technicians and others) in conjunction with 
state-of-the-art facilities and equipment are prerequisites to performing at the leading-edge of R&D. 
NRC faced challenges in sustaining these key resources and continued to focus on strategies to 
address these challenges. 


Implementing NRC’s Strategy: Science at Work for Canada and advancing the federal S&T 
Strategy: Mobilizing Science and Technology to Canada’s Advantage 


Corporate business plan — NRC established its corporate business plan in the first quarter of 
2007-08. This business plan reflects key commitments and decisions of the NRC Senior Executive 
Committee and sets organizational direction for three fiscal years (2007-08 to 2009-10). The plan 
outlines an approach to enhance the financial flexibility of NRC, while ensuring financial and non- 
financial resources are fully aligned in support of priority NRC programs. It also describes the 
steps NRC is taking to implement new horizontal R&D initiatives focused on key industrial 
and social issues for Canada. Heightened collaboration with the private, public and academic 
sectors is a key theme throughout the document. The corporate business plan will be updated on 
an annual basis to reflect changing internal and external factors, as well as the ongoing decisions 
and priorities of both the federal government and the NRC senior executive. 


An integrated solution to planning, risk and performance management - In support of the 
federal S&T Strategy modern approach to management, NRC began the implementation of an 
integrated management framework in 2007-08 that will continue until April 2010. This framework 
will provide senior management and NRC Institutes, Branches and Programs (I/B/Ps) with the 
planning and performance information they need to support integrated decision-making, resource 
allocation and functional planning (human resources, capital assets and finance). This cross- 
functional change initiative will include embedding modern management processes and systems 
that support the integrated management framework. In addition to the integrated corporate 
business plan, NRC developed a performance measurement framework aligned with its strategy as 
well as business plans from each of the NRC I/B/Ps. The integrated planning effort supported 
internal management decision-making and contributed to delivering a fully populated Program 
Activity Architecture to the Treasury Board Secretariat. 


Understanding the impact of federally performed S&T —- In 2007-08, NRC actively participated 
in an inter-departmental initiative led by the Policy Research Initiative (PRI). The initiative is aimed 
at helping improve understanding of the impact of federally performed S&T and thereby addressing 
the policy commitment in the federal S&T Strategy to increase accountability to Canadians. NRC 
has taken the lead on a study examining best practices for measuring S&T impacts as part of this 
work. 


Strategies for sustainable resources — Faced with ongoing resource pressures, NRC is making 
more strategic choices regarding the use of resources. In 2007-08, this included: 


« Addressing funding issues - NRC continued to prioritize key R&D and technology and 
industry support activities, initiatives and programs in the context of the organization's strategy. 
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It also produced strategies and mechanisms for ongoing reallocation and conducted efficiency 
improvement reviews to ensure effective investment of resources for sustainability in priority 
areas. NRC initiated a new organizational resource allocation process in the fourth quarter of 
2007-08, requiring all NRC I/B/Ps to develop and submit business plans on an annual basis. 
To secure funding, these plans must demonstrate alignment with the priorities outlined in both 
the NRC strategy and the federal S&T Strategy. NRC Senior Executive Committee reviewed 
all of the I/B/P plans, identified priority initiatives within the plans and funded those initiatives 
that were deemed essential in order for NRC to execute its strategy, fulfill its mandate and help 
deliver on the federal S&T Strategy. In 2007-08, initial steps were also taken to identify 
opportunities for operational efficiencies. For example, NRC initiated audits on organizational- 
wide facilities and information technology infrastructure and service delivery approaches. The 
results of these audits, which are scheduled to be completed in 2008-09, are expected to 
identify potential areas for efficiency gains while highlighting priorities that. may require 
enhanced investments to ensure their long-term sustainability. 


e Talent Management - NRC continued to move toward the development of an organization- 
wide Human Resources Management (HRM) strategy, which will be integrated with the 
corporate business plan. During 2007-08, the Human Resources Branch (HRB) prepared a 
business plan for 2008-11, which represents the first iteration of an integrated HRM plan for 
NRC. Throughout 2007-08, NRC continued to focus on previously identified HRM priorities 
and the development of new HRM strategies to support NRC’s future directions. The following 
are highlights of some of the progress made in 2007-08 with respect to key HRM priorities: 


= Integrated HR Planning - The HRB Business Plan 2008-11 incorporated the results of a 
comprehensive environmental scan which identified HR trends and challenges including 
an aging population, a decrease in the working-age population, employee generational 
diversity and increased immigration. The scan also revealed the need to align HRM 
policies with the NRC goal of becoming more integrated and agile. The environmental 
scan was supplemented by a review of all /B/P business plans (approximately 30 plans) to 
identify common HRM requirements. The HRB business plan incorporated strategies 
related to governance and accountability, talent attraction and retention and talent 
management (including recruitment, retention, promotion and development talent critical to 
the advancement of NRC’s overall strategy). 


= Classification Renewal — In 2007-08, NRC approved an initiative to bring classification 
practices in line with NRC’s strategy. The NRC Senior Executive Committee approved a 
plan to renew the classification framework for all positions at NRC. The initiative, as 
outlined in the HRB Business Plan, will take approximately three years to complete. Four 
key projects were identified: a renewal of the MG (Management Category) classification 
Standard; a review and update of the RO (Research Officer) and RCO (Research Council 
Officer) policy and promotion criteria; a renewal of the TO (Technical Officer) standard: 
and a renewal of all the other classification standards. This initiative promises to improve 
NRC's ability to attract, retain and reward the talent that the organization has and requires 
to continue to develop and implement its strategy. 


= Leadership Development - In 2007-08, NRC continued to develop and implement its 
Leadership Enrichment and Development (LEAD) program. A selection process was 


SECTION IV — OTHER ITEMS OF INTEREST 87 


88 


undertaken to attract the next round of participants. This process attracted 44 applicants 
and NRC identified 17 employees for the organization's intensive leadership development 
program; those who were unsuccessful received feedback on their performance in the 
selection process as well as access to a multi-source competency assessment and time 
with a consultant to understand results and formulate a learning plan. 


HR Performance Management - In 2007-08, several priorities were identified related to 
optimizing individual and organizational performance, much of which has been captured in 
the HRB Business Plan 2008-11. NRC started reviewing its HR performance management 
processes to ensure consistent application at all levels of the organization. NRC 
commenced the delivery of performance management training in collaboration with 
bargaining agents. In May-June 2007, NRC took steps to improve Management 
Accountability Agreements (MAAs) as part of the performance planning and review 
process for the Management (MG) category. Approximately 95% of NRC's intact 
management teams participated in 1-day workshops focused on completing MAAs. 
Workshops were aimed at linking individual performance agreements to the objectives of 
the organization and to integrated business planning. 


Turnover — Turnover has been relatively consistent for the past three years, with turnover 
of indeterminate (continuing) staff considerably lower than that of NRC’s contingent 
workforce. 


2006-07 2005-06 


(percentage) 


Total Turnover 11.39 


Total Indeterminate 
Continuing) Turnover 


(Total turnover includes end of term and short term positions, i.e., was anticipated.) 


Employment Equity — At the corporate level, representation levels for all four designated 
groups improved from 2006-07 to 2007-08. Once again, representation for visible 
minorities surpassed availability. The difference between representation and availability 
for persons with disabilities changed from -4 in 2006-07 to +1 in 2007-08. The difference 
for women improved from -36 to -26 and for aboriginal peoples from -16 to -10. 


Designated Group Representation 
Number percentage number 
Women ue 35.4% 1578 36.0 
Aboriginal peoples 1.1% Vat NETO ana SSI UR a0 
Persons with a 4.1% 177 4. 0% +4 
disabilities 
salen minorities ) aL _ 16.0% 637 
“4378 


*Source: 2001 Census and 2001 Participation and Activity Limitation Survey (PALS) 


NRC — SCIENCE AT WORK FOR CANADA 


* Learning Strategy — As outlined in the 2007-08 NRC Report on Plans and Priorities, NRC 
had planned to develop a comprehensive learning plan in 2007-08. However, this activity 
was deferred in order first to focus on the HRM environmental scan and identification of 
broader HRM priorities. The need for a comprehensive learning strategy was once again 
identified at various levels of the business planning process and as such, was incorporated 
in the HRB Business Plan 2008-11. An organization-wide learning needs analysis was 
initiated and continues. 


= Collective Agreements - NRC’s Labour Relations (LR) Group continued to negotiate and 
administer collective agreements on behalf of NRC and maintained ongoing consultations 
with the two Bargaining Agents representing the majority of NRC employees: the 
Professional Institute of the Public Service of Canada (PIPSC) and the Research Council 
Employees’ Association (RCEA). Ten collective agreements are administered by the LR 
group, three of which were negotiated during the 2007-08 period with three having gone 
before Arbitration Boards for eventual final determination in April of 2008. 


= Official Languages (OL) - NRC continued with its commitment to its Official Languages 
Program objectives. The number of NRC executives meeting the linguistic requirements of 
their positions remained virtually the same year over year, due to the hiring of executives 
in bilingual non-imperative positions and the successful achievement of other executives in 
reaching their linguistic goals. The OL Advisor continued to meet personally with each 
newly hired executive to establish a language-training plan when needed and to secure 
their commitment to meet OL Program goals. Overall, roughly 89% of NRC employees 
meet the linguistic requirements of their positions (virtually all of those who have not yet 
achieved their linguistic requirements are currently in a language training program or have 
established a training plan). NRC’s Consultative Committee on Official Languages’ 
activities continued to be recognized as a best practices leader by a number of federal 
organizations. Again, in 2007-08, NRC received a number of unsolicited requests to 
present its OL best practices for organizations such as the Canada Border Service 
Agency, Justice Canada, and Fisheries and Oceans. NRC also presented to the Pacific 
Federal Council in Vancouver at its request. 


= Staffing and Recruitment - During the reporting period, NRC recruited 526 employees 
bringing the total number of NRC staff to 4,2619. Contributing to the federal S&T Strategy 
People Advantage, over 1,231 students, Post-doctoral Fellows (PDFs) and Research 
Associates (RAs) worked on research teams at NRC institutes. These individuals had the 
opportunity to work in a challenging research environment with leading experts in their 
fields thereby gaining valuable experience and training. In 2007-08, 491 graduate 
students, 384 summer and co-op students, 151 Natural Sciences and Engineering 
Research Council Visiting PDFs and 151 RAs worked at NRC. 


= Integrated S & T initiatives - As an active member of the ADM S&T Integration Board and 
its related working/task groups, NRC continued to work with other science-based 


departments and agencies and central agencies to address common management issues 
having an impact on federal science, this past year. This included participating in 


” salaried employees, as of 31 March 2008 
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interdepartmental efforts to address human resource challenges. The Integration Board's 
efforts are currently concentrated in the following four HR areas: leadership, retention, 
recruitment and learning and professional development. 


= Ongoing HR Services and Support - In 2007-08, NRC's HR Client Relations Management 
Group designed and administered an on-line survey of all internal clients to gauge their 
level of satisfaction with HR services and support received locally. The completion rate 
was 48% and the results demonstrated a very high level of satisfaction with the products 
and the approach of the local HR service providers. 


Maintaining and upgrading NRC S&T infrastructure - NRC continues to recapitalize its 
assets through the appropriation of $5.7 million used to address the most pressing needs of 
the infrastructure with a focus being applied to health and safety and life cycle management. 
Some recapitalization projects completed in 2007-08 were: 


Switch gear upgrade (U70, Ottawa) 
= Chiller replacement (NRC-IBD, Winnipeg) 


Replace cooling tower lines (M55, 
Ottawa) 


Building controls upgrade (M55, Ottawa) | = Chiller replacement (NRC-IOT, St. 
Replace air handling units (U70,Ottawa) John’s) 

Main entrance upgrades (U66, Ottawa) |= Cooling Tower upgrade (NRC-BRI, 
New chiller (M20, Ottawa) Montreal) 


Switchgear upgrade (U89, Ottawa) 
Re-roofing (M50, Ottawa) 

Upgrade elevator controls (M58, Ottawa) 
T4 &T5 transformer replacement (M-50, 


» Pump upgrades (NRC-IMI, Boucherville) 
» Sprinkler expansion (NRC-IMB, Halifax) 
= Roof anchor upgrades (NRC-IMB, 
Halifax) 


Developing three-year NRC Communications Outlook - NRC completed design and began 
implementation of its strategic communications framework. The framework encompasses 
internal and external communications, corporate marketing and stakeholder relations 
components. The new framework positions, profiles and promotes the organization’s unique 
contributions to the federal S&T Strategy. The framework also highlights NRC’s own support to 
industry and its creation of true economic value and social benefits for Canada and all 
Canadians. In addition to an overarching three-year corporate communications strategy, NRC 
completed its strategy for internal communications, began development of sub-strategies for 
the other components of the framework and prepared a business plan for the functions aligned 
with the NRC Strategy. NRC also began implementation of a new organization structure for its 
communications function. All of these changes supported implementation of the 
recommendations from its comprehensive Communications Situation Assessment. In addition, 
NRC continued its involvement in interdepartmental and government-wide horizontal S&T and 
innovation initiatives. These included providing content for and input on the design for the 
Government of Canada S&T web portal. 


Strengthened Internal Audit Function - In 2007-08, NRC further strengthened its internal 


audit function in accordance with the new Treasury Board of Canada Secretariat Policy on 
Internal Audit. The President of NRC approved five internal audit reports upon the 
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recommendation by the Audit Committee. NRC posted two of the reports on its website 
(http//www.nre-cnre.gc.ca/aboutUs/audit_e.html) in January 2008 and expects to post the 
remaining three reports shortly. NRC also started six other internal audits and they were in 
various stages of completion by the end of March 31, 2008. NRC created new audit positions 
bringing the number from 3.5 to 5 FTEs using the incremental financial resources provided by 
Treasury Board. Rigorous recruiting efforts resulted in all of these positions being staffed by 
professionally qualified and experienced staff. 


The activities outlined above will help address Management Accountability Framework 
commitments. 


Implementing the Action Plan on recommendations of the Auditor General of Canada - 
Overall, NRC has made very positive progress in implementing the OAG’s recommendations and 
is actively addressing the recommendations provided in the OAG’s February 2007 Status Report. 
Related accomplishments include: 

e Revised role of Council and membership profile; 

e Approved Corporate Business Plan; 

e Draft Human Resources Branch Business Plan pending SEC approval by March 31, 2008: 

e Development of the Management, Resources and Results Management Structure (MRRS) 

for NRC including key performance indicators and targets; and 
e Development of the Balanced Scorecard aligned to the Corporate Business Plan. 


Work still requiring progress includes recommendations pertaining to the collection and reporting of 


performance data and project management. However, significant activity has been taken toward 
addressing them. | 
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Atif, M. NRC-IRC 

Selected as Keynote Speaker for two International Conferences on Energy and the Built Environment: 
CISBAT 2007 (Switzerland) and International Conference on IAQ and Energy-Efficient Ventilation 
(Japan). 

Beaudoin, J. NRC-IRC 

Certificate for Distinguished Contribution, Academy of Science, Royal Society of Canada 


Brown, B. NRC-CISTI 
Margaret Ridley Charlton Award for Outstanding Achievement, Canadian Health Libraries Association 


Carignan, S., Craig, G., Ellis, K., Gubbels, A., Jennings, S., Swail, C. NRC-IAR 
The Technical Collaboration Program (TTCP) Team Achievement Award, for significant contribution to 
flight safety and operational effectiveness of all weather rotorcraft operations 


D'Arcy, R. NRC-IBD 
Emerging Professional Award for outstanding contribution in Science & Technology, Discovery Centre, 
Halifax, NS 


Dean, W. NRC-PBI 
Distinguished Service Award, American Society for Heating, Refrigeration and Air-Conditioning 
Engineers 


Dimitrievska, S. NRC-IMI 
Prix du meilleur de maitrise, Ecole Polytechnique de Montréal 


Douglas, S. NRC-IMB 
NRC-NSC Eminent Researchers Exchange Program with Taiwan 


Elmahdy, NRC-IRC 
Certificate of Service, Standard Council of Canada 


Hoult, D. NRC-IBD 
Excellence in Technology Transfer Award, Federal Partners in Technology Transfer 


Johnston, A. NRC-IAR 

The Technical Collaboration Program (TTCP) Team Achievement Award, for significant contribution to 
collaborative research in the area of electron beam curing of polymers and advanced composite 
materials 


Ko, A. NRC-IBD 
Honorary title of Associated Researcher for 2007-08, National Optics Institute 


Lall, S. NRC-IMB 
Best Overseas Indian Fisheries Scientist, Professional Fisheries Graduate Form, Mumbai India 


Mandache, C. NRC-IAR ; 
The Technical Collaboration Program (TTCP) Team Achievement Award, for assignment on Transient 
Eddy Current Systems 


Massie, B. NRC-BRI 
Prix de reconnaissance de |Universite de Montreal, Faculte de medecine 
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e Proulx, G., NRC-IRC 
Public Service Award of Excellence, Government of Canada, for Excellence in Citizen-Focused Service 
Delivery in promoting fire safety 


e = Quilliam, M. NRC-IMB 
Discovery Award (Nova Scotia) — Professional of Distinction 


e =Smith, |. NRC-IBD 
Distinguished Alumni Award, University of Manitoba Alumni Association 


e Whiteway, M. NRC-BRI 
Elected to Fellowship in the American Academy of Microbiology 


e = Zimcik, D. NRC-IAR 
Canadian Space Agency, Director General’s Award, for outstanding contribution during assembly, 
integration and test of Radarsat-2 
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How to Reach Us 


Senior Management and Corporate Information 


Research and Development 


President 
Pierre Coulombe 
(613) 993-2024 


pierre.coulombe@nrc-cnrc.gc.ca 


Vice-President Life Sciences 
Roman Szumski 

(613) 993-9244 
roman.szumski@nrc-cnrc.gc.ca 


Vice-President Physical Sciences 
Richard Normandin 
(613) 993-4449 


richard.normandin@nrc-cnrc.gc.ca 


Vice-President Engineering 
Sherif Barakat 

(613) 949-5955 
sherif.barakat@nrc-cnrc.gc.ca 


Corporate Headquarters 
1200 Montreal Road 
Montreal Rd. Campus 
Ottawa, Ontario 

K1A OR6 


Access to Information and Privacy: 


Huguette Brunet 
(613) 990-6111 
huquette.brunet@nrc-cnrc.gc.ca 


Secretary General 

Marielle Piche 

(613) 993-3731 
marielle.piche@nrc-cnrc.gc.ca 


Vice-President Technology and Industry 
Support 

Patricia Mortimer 

(613) 998-3664 


patricia.mortimer@nrc-cnrc.gc.ca 


Vice-President Corporate Services 
Don Di Salle 

(613) 993-0361 
don.disalle@nrc-cnrc.gc.ca 


General Inquiries: 
1-877-672-2672 or (613) 993-9101 
Internet: http:/www.nrc-cnrc.gc.ca/ 
e-mail: info@nrc-cnre.ge.ca 


DPR Contact: 

Jennifer Birta 

Senior Evaluation Officer 

Planning and Performance Management 
(613) 991-0937 


iennifer.birta@nrc-cnrc.gc.ca 


Under the Direction of the Vice-President Life Sciences 
Biotechnology Research Institute - Montreal, QC 


Director General: Michel Desrochers 


General Inquiries: 514-496-6100 http://www. bri-irb.nrc-cnrc.gc.ca/ 
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Institute for Biodiagnostics - Winnipeg, MB 
Director General: lan Smith 


General Inquiries: 204-983-7692 http://www. ibd.nrc-cnre.qc.ca/ 


Institute for Biological Sciences - Ottawa, ON 

Director General: Jim Richards 

General Inquiries: 613-993-5812 http://ibs-isb.nrc-cnre.gc.ca 
Institute for Marine Biosciences- Halifax, NS 

Director General: Joan Kean-Howie 

General Inquiries: 902-426-8332 http://imb-ibm.nrce-cnrc.ge.ca 
Plant Biotechnology Institute- Saskatoon, SK 

Director General: Jerome Konecsni | 

General Inquiries: 306-975-5575 http://pbi-ibp.nrc-cnrc.gc.ca/ 


Under the Direction of the Vice-President Physical Sciences 


Herzberg Institute of Astrophysics- Victoria and Penticton, BC 

Director General: Gregory Fahlman 

General Inquiries: 250-363-0001 . http://hia-iha.nrc-cnre.gc.ca 
Institute for Chemical Process and Environmental Technology- Ottawa, ON 

Director General: Janusz Lusztyk 


General Inquiries: 613- 993-4041 http://icpet-itpce.nrc-cnrc.qc.ca 
Institute for Information Technology - Ottawa, ON, Gatineau, QC, Fredericton, Moncton and 
Saint John, NB 

Director General: Christian Couturier 

General Inquiries: 506-444-6132 http://it-iti.nrc-cnrc.qc.ca 


Institute for Microstructural Sciences - Ottawa, ON 
Director General: Marie D’lorio 


General Inquiries: 613-993-4583 http://ims-ism.nrc-cnrc.qc.ca 


Institute for National Measurement Standards - Ottawa, ON 
Director General: Jim McLaren 


General Inquiries: 613-998-7018 http://inms-ienm.nrc-cnre.qc.ca 


National Institute for Nanotechnology - Edmonton, AB 
Director General: Nils Petersen 


General Inquiries: 780-492-8888 http://nint-innt.nrc-cnrc.ge.ca 


Steacie Institute for Molecular Sciences- Ottawa and Chalk River, ON 
Director General: Danial Wayner 


General Inquiries: 613-991-5419 http://steacie.nre-cnrc.gc.ca 


Under the Direction of the Vice-President Engineering 


Institute for Aerospace Research — Ottawa, ON and Montreal, QC 
Director General: Jerzy Komorowski 
General Inquiries: 613-993-5738 http://iar-ira.nrc-cnre.gc.ca 
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Institute for Fuel Cell Innovation - Vancouver, BC 
Director General: Maja Veljkovic 
General Inquiries: 604-221-3099 http://ifci-iipac.nrc-cnrc.qc.ca 


Industrial Materials Institute - Boucherville and Saguenay, QC 
Director General: Blaise Champagne 
General Inquiries: 450-641-5000 http://www.imi.nrc-cnrc.gc.ca 


Institute for Ocean Technology - St. John’s, NL 
Director General: Mary Williams 
General Inquiries: 709-772-6001 http:/iot-ito.nrc-cnre.gc.ca 


Institute for Research in Construction - Ottawa, ON and Regina, SK 
Director General: Bob Bowen 
General Inquiries: 613-993-2607 http://irc.nrc-cnrce.gc.ca 


Canadian Hydraulics Centre - Ottawa, ON 
Executive Director: John Coleman 
General Inquiries: 613-993-2417 http://che.nrc-cnrc.gc.ca 


Centre for Surface Transportation Technology — Ottawa, ON 
Director: Paul Treboutat 
General Inquiries: 613-998-9365 http://cstt-ctts.nrc-cnrc.gc.ca 


Technology and Industry Support 


Under the Direction of the Vice-President Technology and Industry Support 


Canada Institute for Scientific and Technical Information — Ottawa, ON with offices across 
Canada 

Director General: Pam Bjornson 

General Inquiries: 1-800-668-1222 ' — http://cisti-icist.nrc-cnrc.gc.ca 


Industrial Research Assistance Program — Ottawa, ON with offices across Canada 
Director General: Tony Rahilly 
General Inquiries: 1-877-994-4727 http://irap-pari.nrc-cnrc.gc.ca 


Corporate Services 


Under the Direction of the Vice-President Corporate Services 


Administrative Services and Property Management Branch 
Director General: Jerry Rogers 
General Inquiries: 613-993-2440 jerry.rogers@nrc-cnrc.gc.ca 


Information Management Services Branch 
Director General: Shane Brunas 


General Inquiries: 613-991-3773 shane.brunas@nrc-cnrc.gc.ca 


Strategy and Development Branch 
Director General: Rob James 


General Inquiries: 613-990-7381 rob.james@nrc-cnrc.gc.ca 
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Branches and Offices Reporting to the President 


Executive Offices and Secretary General 
Secretary General: Marielle Piché 


General Inquiries: 613-998-4579 marielle.piche@nrc-cnrc.gc.ca 


Finance Branch 
Chief Financial Officer: Daniel Gosselin 
General Inquiries: 613-990-7471 daniel.gosselin@nrc-cnrc.gc.ca 


Human Resources Branch 
Director General (Acting): Isabelle Gingras 


General Inquiries: 613-993-9136 . isabelle.gingras@nrc-cnrc.gc.ca 
NRC Internal Audit 

Director: Jayne Hinchliff-Milne 

General Inquiries: 613-949-7689 jayne.hinchliff-milne@nrc-cnrc.gc.ca 
NRC Legal Services 

Director: Louis Robayo 

General Inquiries: 613-993-0035 louis.robayo@nre-cnre.gc.ca 
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NRC Council Members 


Pierre Coulombe 

President (and Chair of Council) 
National Research Council Canada 
Ottawa, Ontario 

Dennis Anderson 

Management Consultant 

Libau, Manitoba 


Patricia Béretta 
Biomedical Engineer 
Elmira, Ontario 


Louis Brunel 

President 

International Institute of Telecommunications 
Montreal, Quebec 

Paul Clark 

Former Vice-President 

Research and Technology 

NOVA Chemicals Corporation 

Calgary, Alberta 

Delwyn Fredlund 

Senior Geotechnical Engineering Specialist 
Golder Associates Ltd 

Saskatoon, Saskatchewan 

Peter Frise 

Scientific Director and CEO, 

Auto 21 

Windsor, Ontario 

John Harker 

President 

Cape Breton University 

Sydney, Nova Scotia 

Margaret Lefebvre 

Executive Director 

Canadian Association of Income Funds 
Montreal, Quebec 


Kellie Leitch 

Assistant Dean (External), Chief/Chair of 
Paediatric Surgery and Assistant Professor, 
Paediatric Orthopaedics 

University of Western Ontario 

London, Ontario 


Douglas MacArthur 

President 

MacArthur Group, Inc. 
Charlottetown, Prince Edward Island 
Eva Mah Borsato 

President 

Intellectual Capital Corporation Inc. 
Edmonton, Alberta 

Gilles Patry 

Rector and Vice-Chancellor 
University of Ottawa 

Ottawa, Ontario 

Alan Pelman 

Former Vice-President, Technology Canada 
Weyerhaeuser Ltd. 

Vancouver, British Colombia 
Barbara Stanley 

President 

BESCO Holdings 2002 Inc. 
Rothesay, New Brunswick 


Howard Tennant 
President Emeritus 
University of Lethbridge 
Lethbridge, Alberta 
Normand Tremblay 
Partner, SECOR 
Montréal, Québec 


Allan Warrack 

Business Professor (Emeritus) 

University of Alberta, 

Calgary, Alberta 

David Wood 

Head of Finance and Corporate Development, 
Secretary and Treasurer 

Celator Pharmaceuticals Inc. 

Vancouver, British Columbia 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part II] — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the ; 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2008. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canacs 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/54-2008 
ISBN 978-0-660-63751-8 


Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guideQ0-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 


Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 


a 


| 
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Message from the President and CEO 


I am pleased to present the Performance Report of the National Round Table on the 
Environment and the Economy (NRTEE) for the fiscal year that ended March 31, 2008. 


Created by the Prime Minister in 1988, the NRTEE is an independent advisory body 
reporting to Parliament through the Minister of the Environment. The mandate of the 
Round Table is “to play the role of catalyst in identifying, explaining and promoting, in 
all sectors of Canadian society and in all regions of Canada, principles and practices of 
sustainable development.” The agency strives to influence federal policy development on 
environment and economy issues. To accomplish this, it must produce and disseminate 
relevant, credible advice in a timely manner. 


The NRTEE draws on the insight and experience of its members to examine the 
environmental and economic implications of priority issues and offer independent advice 
on how to address them. Appointed by the government, its members represent different 
regions of Canada and are distinguished leaders in business, labour, universities, 
environmental organizations, Aboriginal communities, and municipalities. NRTEE 
activities contribute to the government’s objective of building a strong, eae 
competitive, sustainable, technologically innovative economy. 


In 2007—2008, the NRTEE focused its attention and research on the critical issues of 
climate change and clean air. In January 2008, the NRTEE released the main results of its 
Clean Air Act Program in a report entitled Getting to 2050: Canada’s Transition to a 
Low-emission Future. This extensive and well-received report set out five enabling 
conditions that should be reflected in Canada’s climate policy framework. It offered 
specific recommendations to the federal government, including the need to establish an 
economy-wide price signal on carbon, either through an emission tax or a cap-and-trade 
system or a combination of the two. 


The NRTEBE’s ambient air report was issued in June 2008. It reviewed the approach used 
to set long-term ambient air quality objectives for Canada and proposed a series of 
principles and next steps in moving this issue forward. 


In June 2007, the Kyoto Protocol Implementation Act received Royal Assent, obligating 
the NRTEE to undertake an evaluation of the federal government’s annual Climate 
Change Plan. The NRTEE undertook the required analysis and its findings were provided 
in a first report in September 2007, a second in July 2008, and will continue to do so on 
an annual basis until 2012. To complement this analysis, the NRTEE released a report on 
International Best Practices in GHG Emission Forecasting which provides useful lessons 
for Canada. 


During 2007—2008, the NRTEE continued work on its Adaptation Program examining 
the influence of Canadian public policy on northern infrastructure in planning and 
managing the impact of climate change. This focuses on the territories and portions of the 
provinces north of the 60th parallel, in recognition of the severe and sustained character 
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of climate change emerging in the Canadian North. This report will be released in the 
2008—2009 fiscal year. 


Overall, the Round Table’s policy output increased over the course of the fiscal year, not 
just in completing reports, but in beginning work on future reports expected for release 
this year and next. This includes the adaptation report for northern infrastructure, energy 
efficiency in commercial buildings, and a national carbon pricing policy. 


For all its work, the Round Table undertakes extensive original and expert research to 
inform the analysis undertaken by the secretariat, and to inform the deliberations of the 
members. Expert advisory committees involving stakeholders from across the country 
were struck to assist us in our consideration of issues and solutions. The NRTEE held a 
series of national and regional consultation meetings on its reports, both to receive 
needed input and to disseminate our findings. 


On the operations side, the Round Table continued to strengthen its accountability and 

management systems. Notably, the NRTEE undertook an agency-wide review of its 
organizational structure and implemented changes to significantly realign jobs and 

resources supporting the agency’s medium- and long-term objectives. In addition, a 
formalized training function was put in place. 


With regard to the management of government information, the NRTEE introduced a 
Records, Document and Information Management System (RDIMS), completing a pilot 
application and beginning the rollout of training and implementation by all staff by the 
summer of 2007. The RDIMS project will enable the agency to organize and control all 
corporate documents and records so as to ensure information is archived appropriately 
and is available when needed. It also facilitates the agency’s compliance with 
government legislation and policy related to information management and expedites 
responses to Access to Information requests. 


The NRTEE is now in its second year of implementing a performance measurement 
framework designed to generate improved performance information for decision making 
and for external public reporting. Last year, it conducted a survey of federal decision 
makers, and this year a survey of national stakeholders. Workshops were also held with 
decision makers and stakeholders in November 2007 to obtain their views on NRTEE’s 
strategic direction. The feedback collected as part of these data collection tools served as 
the basis for reporting results summarized in this report. 


Our performance measurement results demonstrate a clear awareness and perceived value 
to the NRTEE’s research and reports among stakeholders and decision makers. We are 
performing our role, advancing Canada’s public-policy debate on critical issues such as 
climate change, and contributing thoughtful solutions on sustainable development issues. 


iy OS wise 


David McLaughlin 
President and Chief Executive Officer 


Message from the President Page ii 


Section 1 Overview 
1.1 Management Representation Statement 

I submit for tabling in Parliament, the 2007-2008 Departmental Performance Report 
_ for the National Round Table on the Environment and the Economy (NRTEE). 


This document has been prepared based on the reporting principles contained in the 
_ Guide to the Preparation of Part ITI of the 2007-2008 Estimates: Reports on Plans 
and Priorities and Departmental Performance Reports: 


e It adheres to the specific reporting requirements outlined in the Treasury Board 
Secretariat guidance; 


e Itis based on the agency’s approved Strategic Outcome and Program Activity 
Architecture that were approved by the Treasury Board; 


e It presents consistent, comprehensive, balanced, and reliable information; 


e It provides a basis of accountability for the results achieved with the resources and | 
authorities entrusted to it; and 


e It reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 


Soot ain 
David McLaughlin 
President and Chief Executive Officer 
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1.2 The NRTEE Program Activity Architecture (PAA) 


The NRTEE is presenting this performance report using the Treasury Board-approved 
PAA shown in Figure | below. This aligns with the PAA used in the 2007-2008 Report 
on Plans and Priorities (RPP), which indicates that the NRTEE worked toward a single 
strategic outcome and was engaged in a single program activity. However, for this 
Departmental Performance Report (DPR), consistent with minor changes recently 
approved by the Treasury Board Secretariat (TBS), the NRTEE will report only on this 
program activity, rather than to the sub-activity level.’ 


Figure 1: Program Activity Architecture 
National Round Table on the Environment and the Economy 


Federal policy development on environment and economy issues and 


Strategic 
Gene decisions in other key sectors are influenced by NRTEE advice on 
selected issues 
ne Provide advice on environment and economy issues 
pats (Planned spending 2007-2008: $5.156 million) 


' In June 2007 the TBS approved minor changes to the NRTEE’s PAA as part of its initiative to update 
its Management Resources and Results Structure (MRRS). These changes did not result in any 
difference in direction or any resource reallocation for the Round, Table, and is fully rants for 
reporting purposes in 2008-2009. 
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1.3. Performance Measurement: A New Approach for the NRTEE 


During the last two years, the NRTEE has initiated a more rigorous approach to 
measuring its performance. The objective is to produce evidence-based performance 
information for decision making and improve external public reporting in the DPR. The 
NRTEE’s performance is therefore assessed against the expected results and indicators 
shown below. 


Performance Indicator 


Expected Result 


High quality research Quality of research 
Effective stakeholder consultations Extent of consultations 
Effectiveness of consultations 
Useful policy advice and Perceived usefulness 
recommendations Perceived independence of NRTEE = 
Demand for NRTEE advice 
Effective communication of Reach of recommendations 
recommendations Quality of communications as 
Increased awareness and understanding of | Awareness of issues and solutions 
issues and solutions Understanding of issues and solutions 


Data sources for this reporting period include a recent survey of national stakeholders 
conducted in June-July 2008 (via in-person and telephone interviews), and a survey of 
federal decision makers (via in-person interviews) conducted in May—June 2007 (“the 
NRTEE surveys”). Other data sources included the following: 


e A roundtable series on NRTEE’s Strategic Direction, facilitated by the Public Policy 
Forum in November 2007; 


e Feedback provided by participants after NRTEE consultation sessions (by completion 
of a questionnaire); and 


e Operational data related to the research programs, communications, and overall 
management of the NRTEE. 


Marbek Resource Consultants conducted these surveys on behalf of the NRTEE. 
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1.4 Summary Information 


Reason for Existence: The purpose of the Round Table is to play the role of catalyst in 
identifying, explaining and promoting, in all sectors of Canadian society and in all 
regions of Canada, principles and practices of sustainable development. The NRTEE 
interprets this broad mandate through a strategic focus on issues of national interest at the 
intersection of the environment and the economy. Through its work, the NRTEE strives 
to influence policy development and decisions on issues pertaining to the environment 
and economy. These promote economic prosperity for all Canadians while striving to 
preserve the environment for current and future generations. 


L wwe tH 


Financial Resources ($000s) 


2007-2008 
Planned Spending Total Authorities Actual Spending 
5,156.0 5,432.9 


Human Resources 


| 2007-2008 
| Planned | Actual Difference 
27 | 24 8 
Departmental Priorities 
Type ¥ Performance Status 


Priority 1: Provide advice on Ongoing 
environment and economy 


Successfully met 


issues 
Priority 2: Apply sound Previously committed Successfully met . 
management principles in to/Ongoing 


operations and implement 
federal initiatives. 


General information about the NRTEE and its membership can be found on the agency’s website at 
WWw.nrtee-trnee.ca. 
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1.4.1 Performance Results by Priorities: Summary 


In the RPP for 2006-2007, the NRTEE identified two priorities. The performance results 
for each are summarized below. 


Priority 1: Provide advice on environment and economy issues 


During 2007—2008, the NRTEE focused its attention and research on the critical issues of 
climate change and clean air. The NRTEE looked at the issue in terms of long-term 
policies to reduce greenhouse gas (GHG) and air pollutant emissions in Canada, and 
policies for adaptation to climate change in the Canadian North. It also evaluated the 
federal government’s 2007 Climate Change Plan for the purposes of the Kyoto Protocol 
Implementation Act. 


As specified in its RPP, the agency will have succeeded when decision makers report that 
the NRTEE has given them a new way of viewing issues and has raised their awareness 
and understanding of the issues. Feedback from national stakeholders and federal 
decision makers surveyed was positive on most counts, with the exception of the reach of 
the NRTEE communications activities: 


e There is a continuing high regard for the quality of research carried out by NRTEE, 
its members, and the staff. 


e The scope and effectiveness of consultations carried out by NRTEE are broadly 
recognized, both at a national level and within specific research programs. 


e NRTEE policy analysis is relevant, timely, and useful. The NRTEE had successfully 
maintained its independence. 


e NRTEE communications could expand their reach, for example, at the 
provincial/regional level and across a broader range of federal decision makers. 


Priority 2: Apply sound management principles in operations, and implement 
new federal initiatives 


Even with limited staff and a small budget, the agency takes seriously its responsibility to 
ensure that the stewardship of its financial and human resources is effective and aligned 
with government-wide initiatives. 


In 2006-2007, the NRTEE established several areas of focus to improve its management 
practices. The single performance indicator noted in the RPP 2006-2007 was 
“compliance with government requirements.” In each instance, the NRTEE has met or 
exceeded requirements. Of particular note are the following areas of improvement: 


e Management of Government Information: In 2007-2008, the NRTEE embarked on a 
major project to implement the Records, Document and Information Management 
System (RDIMS), completing a pilot application and beginning the rollout of training 
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and implementation by all staff by the summer of 2007. The RDIMS project will 

enable the agency to organize and control all corporate documents and records so as 
to ensure information is archived appropriately and is available when needed. It also 
facilitates the agency’s compliance with government legislation and policy related to 
information management and expedites responses to Access to Information requests. 


e Content Management Solution (CMS): In 2007-2008, the NRTEE completed Phase I 
of its project to design and implement a CMS that builds on the Government of 
Canada’s CMS approach and common standards for integrated government 
information and service delivery. Phase II, focusing on content delivery and 
stakeholder engagement strategies, is ongoing. 


e Human Resource Management: In 2007-2008, the NRTEE undertook an agency- 
wide review of its organizational structure and implemented changes to significantly 
realign jobs and resources such that they better support the agency’s medium- and 
longer-term objectives. In addition, the agency instituted a formalized training 
function. Beginning in 2008-2009, all employees will have formal training plans that 
are reviewed twice annually. 


1.5 Operating Environment and Context 


The NRTEE’s success depends on its ability to influence federal policy on environment 
and economy issues. To accomplish this, the NRTEE must produce and promote relevant, 
neutral, credible advice in a timely manner. Its ability to do so is affected by a range of 
internal and external factors. Those relevant in 2007—2008 are discussed below. 


Internal operating factors 


The NRTEE reached a turning point in 2007—2008 when a number of research programs 
and projects were completed, providing the agency with an opportunity to review our 
research priorities and projects. Extensive discussions were held with the Round Table 
members and external stakeholders to obtain input into what these priorities should be. 


The NRTEE also underwent significant change during 2007—2008 in terms of the 
leadership of the organization, the members of the Round Table, as well as the staff of the 
secretariat. This provided both an opportunity for the NRTEE in developing the way 
ahead as well as a challenge in maintaining continuity and in-house knowledge. 


Requests from the government to provide specific kinds of advice can also create 
challenges in terms of the organization’s ability to plan from year to year. The timing of 
such references cannot be controlled and the agency is often expected to identify the 
necessary resources from within its own budget. 


External factors 


Climate change is of major concern to Canada at this time. Policies are not developed in 
isolation—the federal government’s associations with the provinces, municipalities, and 
even other countries can affect them. This creates a complex decision-making 
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environment and presents the NRTEE with a number of unique challenges in terms of 
maintaining the proper balance as an expert advisor to government: 


e Achieving the right balance in being responsive to the federal government on the one 
hand, and maintaining independence on the other; 


e Maintaining an appropriate balance between environmental and economic 
considerations, and offering advice on how best to reconcile and integrate the 
sometimes competing interests of economic prosperity and environmental 
conservation; 


e Focusing on long-term, complex climate change issues while still ensuring that 
policies and strategies proposed can be translated into action; 


e Meeting pressure to broaden its reach within the federal government, as well as at the 
provincial and regional levels across Canada, given the constraints on the resources at 
its disposal; and 


e Ensuring an optimum mix between facilitating the exchange of ideas, building 
coalition around new innovative approaches, and acting as an advocate for positive 
change without losing credibility as an independent expert advisor. 


1.6 Alignment with the Government of Canada Outcome Areas 


The NRTEE’s work is relevant to several of the Government of Canada’s outcome areas, 
but aligns most directly with the strong economic growth outcome as shown below. 


Link to Government of 


Strategic Outcome Program Activity Co is Gukcans ares 


Federal policy development on Provide advice on Strong economic growth 
environment and economy issues, environment and economy 
and decisions in other key sectors, issues 

are influenced by NRTEE advice 

on selected issues 

In 2007—2008, the NRTEE contributed to this outcome primarily: through its work and 
resulting advice on energy and climate change and on how Canada can address this issue 
in the medium and long terms. This advice is consistent with Canada’s national interest 
and the government’s objective of building a globally competitive, sustainable, 
technologically mnovative economy that benefits all Canadians. 


1.7. Achieving the NRTEE’s Strategic Outcome: Overall Progress 


Strategic Outcome: Federal policy development on environment and economy issues 
and decisions in other key sectors are influenced by NRTEE advice on selected issues. 


The NRTEE’s approach to achieving its strategic outcome is to produce policy advice 
and disseminate it so as to increase the understanding of decision makers about 
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challenges and opportunities at the interface between the environment and the economy, 
and to inform the debate on those questions. 


An indicator of NRTEE performance in achieving this strategic outcome is the extent to 
which NRTEE advice is considered in federal policy decisions. Findings from the 
NRTEE surveys show a range of opinions, the overall perception (particularly among 
national stakeholders) being that NRTEE advice in certain areas has not to date been 
considered to a large extent in federal policy and decision making. Nevertheless, a 
number of national stakeholders stated that the research and advice provided by NRTEE 
had changed the nature of the debate and had acted as.a catalyst that could influence 
future decisions, and that NRTEE activities had produced other benefits such as fostering 
dialogue between stakeholders and creating new networks for exchanging information. 


A summary of performance by expected result is provided on the following page. 


Section 1: Overview Page 8 


1.8 


Summary of Performance Results by Indicator 


Figure 2: Summary of performance results, Fiscal Year 2007—2008 


Expected 


Performance 


Results and Indicator 
Outputs 
High quality Perceived quality | e 
research 


Effective Extent of 


stakeholder consultations 
consultations 


Effectiveness of 


Performance Assessment Performance | 
Level 
Well perceived | At target 
High quality analysis 
High quality personnel 
Broad consultations with high At target 
level of participation 


Extensive expert consultation 


High added value 


ae 


consultations © Good process 
e Able to bring players together 
e Online consultation well 
perceived 
Useful policy Perceived e Useful and timely At target 
advice and usefulness, e Relevant 
recommendations | relevance, and ; ; 
et e Foster best practices and sharing 
timeliness : : 
of information 
Perceived e Some concern about long-term 
independence of loss of independence 
NRTEE 
Demand for e Continuing requests from federal 
NRTEE advice government 
e Strong demand for briefings from 
federal department and national 
stakeholders 
e Citations from stakeholders 
Effective Reach of e Extensive data base Approaching 
communication communications e Increasing media coverage target 
os e Overall (5-year trend) increase in 
recommendations : 
use of website 
e Reach could be increased 
Quality of [ e Good mix of instruments 
communications e Products are well perceived 
Increased © Awareness of e Stakeholders and decision makers Approaching 
awareness and issues and are already aware of the issues target 
understanding of solutions 
fe rn ne Understanding of | e Strong benefit in terms of greater 
oo issues and understanding of issues 
| solutions 
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Section 2 Analysis of Program Activity by 
Strategic Outcome 


2.1 Departmental Priorities 


Name Type 


Priority 1: Provide advice on environment and economy issues Ongoing 
L 


Previously committed to/ 
Ongoing 


Priority 2: Apply sound management principles in operations, and 
implement federal initiatives 


2.2 Performance Results by Program Activity 


The text that follows provides an overall description of the performance results achieved 
by the NRTEE, as well as highlights of performance achieved under each expected result 
and performance indicator specified in the performance measurement framework. (Please 
see Section 2.3, Figure 9.) The results all apply to the agency’s single program activity, 
which is also its first priority, namely provide advice on environment and economy 
issues. 


The results are presented in accordance with the strategic outcome and indicators in the 
NRTEE’s new performance measurement framework. 


2.2.1 Expected Result: High-Quality Research 


NRTEE assesses its performance against this outcome based on the perceived quality of 
its policy research. 


High-quality policy research on sustainable development represents the core mandate of 
- NRTEE. During 2007-2008, NRTEE’s work focused on energy and climate change, the 
development of air quality objectives for Canada, and climate change adaptation in 
northern communities. 


Energy and Climate Change Program 


In November 2006, the federal Minister of the Environment requested advice from the 
NRTEE on how Canada could significantly reduce its GHG and air pollutant emissions 
by 2050. In June 2007, the NRTEE released the initial findings. This preliminary report 
provided information on the environmental and economic implications of long-term GHG 
emissions reductions by 2020 and 2050. The report also provided findings in relation to 
potential long-term air pollutant reductions, specifically for sulphur dioxide, nitrogen 
oxides, volatile organic compounds, and particulate matter. 


In January 2008, the NRTEE released the final results of this research in its advisory 


report, Getting to 2050: Canada’s Transition to a Low-emission Future. The report set 
out seven specific recommendations for the federal government. The key 
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recommendation is that the federal government should institute a market-based policy 
that takes the form of an emission tax or a cap-and-trade system or a combination of the 
two; and that this price signal should be complemented with regulatory policies in order 
to address sectors of the Canadian economy that do not respond effectively to such a 
price signal or where market failures exist. A copy of the Getting to 2050 report can be 
downloaded from the NRTEE website at www.nrtee-trnee.ca. 


The NRTEE also issued its yearly response to the requirements created by the Kyoto 
Protocol Implementation Act with respect to the government’s Climate Change Plan and 
Statement (in September 2007 and most recently in July 2008). On June 22, 2007, the 
Kyoto Protocol Implementation Act (henceforth KPIA), received Royal Assent. The 
KPIA stipulates that the Government of Canada is obligated to prepare—on an annual 
basis to 2012—a Climate Change Plan describing measures and policies enacted by the 
government to “ensure that Canada meets its obligations under Article 3, paragraph 1, of 
the Kyoto Protocol” [Subsection 5(1)]. KPIA further requires the NRTEE to assess the 
likelihood that each of the government’s proposed measures and policies will achieve the 
emission reductions forecasted in its Plan. It must also assess the likelihood that the 
proposed measures will enable Canada to meet its obligations under the Kyoto Protocol. 
The two NRTEE responses provide suggestions for improved methodological and 
information-gathering practices for future Plans and Statements. Furthermore the NRTEE 
began a research project to analyse international best practices in this area and apply 
relevant lessons to the Canadian context. These reports were released in July 2008. 


Clean Air Act Program 


During 2007-2008, the NRTEE conducted research on developing air quality objectives 
for Canada. As a result of the Minister’s request for advice regarding national objectives 
for ambient air for particulate matter and ozone for both the medium term and the long 
term the NRTEE released a report in June 2008 entitled Developing Ambient Air Quality 
Objectives for Canada. The NRTEE research and this Advisory Note focus NRTEE 
advice on the process of setting national objectives, rather than specific numerical targets. 
A copy of this report can be downloaded at www.nrtee-trnee.ca. 


Program on Climate Change Adaptation Policy for Northern Infrastructures 


Launched in June 2006, this NRTEE program focuses on how public policy can help 
Canada’s northern communities and economic sectors plan for and manage the effects of 
climate change, especially in relation to physical infrastructure. The program’s ultimate 
goal is to effect better climate change—related adaptation on the part of those who design, 
build, and maintain infrastructure in the North. Specific streams of research included 
disaster management, codes and standards, and insurance. The NRTEE also identified the 
key themes that emerged from the study, such as governance, information, economic and 
regulatory policies, and capacity. An expert Advisory Committee is in place to review the 
research reports. 


The research projects carried out under the above programs are summarized below in 
Figure 3. 
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Figure 3: NRTEE research and analysis reports for specific programs (2007—2008) 


Scope and Results 


Issued in January 2008, this report is the 
culmination of a year of research, analysis, 
consultations, and deliberations by the NRTEE 
and was undertaken following a formal request 
by the Government of Canada in fall 2006. The 
findings and recommendations are based on 
extensive, original modelling and data analysis 
that were, in turn, subjected to further 
consideration by numerous industry and 
environmental experts and stakeholders across 
Canada. Getting to 2050 sets out 
recommendations for effective action to 
achieve the government’s stated goal of deep, 
long-term GHG reductions of 65% below 
current levels by 2050. 


Issued in September 2007, the first edition of 
this report presented the response of the 
NRTEE to the requirements created by the 
Kyoto Protocol Implementation Act with 
respect to the government’s Climate Change 
Plan and Statement. 


Program 


Energy and_ | Final Advisory Report— 
Climate Getting to 2050: Canada’s 
Change Transition to a Low-emission 

Future 


2008 and 2007 editions of 
the Response of the National 
Round Table on the 
Environment and the 
Economy to its Obligations 
Under the Kyoto Protocol 
Implementation Act 


Issued in July 2008, the second report 

presented the response of the NRTEE to the 
Government of Canada’s second Climate 
Change Plan and Statement. 


GHG Emissions 
Forecasting: Learning from 
International Best Practices 


Issued in July 2008, Greenhouse Gas 
Emissions Forecasting: Learning from 
International Best Practices, is the result of 
research conducted on best practices in other 
countries to address some of Canada’s 
challenges in forecasting GHG emissions 
reductions accruing from federal climate 
policies and programs. The report gave 
particular focus to the U.K. and the U.S. as 
having overall best practices in their approach 
to emissions forecasting with key lessons that 
can be applied to the Canadian context. 


Energy efficiency in the Scheduled for completion by autumn 2008, this 
commercial buildings sector | project is being conducted in collaboration 
with Sustainable Development Technology 
Canada. It involves developing policy 
recommendations to increase energy efficiency 
in commercial buildings, identifying current 
obstacles and motivators, and analyzing current 
i effectiveness of relevant policy mechanisms. 
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Program Topic Scope and Results | 
Clean Air | Ambient air quality. Issued in June 2008, the report Developing 

Act objectives for Canada Ambient Air Quality Objective for Canada 
presents a qualitative review of the approach 
used to set long-term ambient air quality 
objectives. It describes the principles involved 
in setting standards—using best available 
science, considering human health effects, and 
considering the effect of transboundary flows. 


Climate Insurance, alternative risk Examined, for example, business interruption 
Change transfer mechanisms and coverage, availability of insurance for flood 
Adaptation | public policy damage in the North, catastrophe bonds. 
ee for | Codes and standards and Examined, for example, codes and standards 
an eae climate change adaptation related to mega-projects such as pipelines, the 
HITE SMI: policy utilities sector, and major infrastructure. 
Disaster management policy | Assessed the “criticality” of a broad range of 
and climate change northern physical infrastructure, how factors 
adaptation such as community size, location, 


demographics, etc. influence criticality; and the 
development of public policy options regarding 
disaster management. 


Legal liabilities Explored the legal liability for stakeholders 
involved in the planning, funding, design, 
construction and/or management of physical 
infrastructure in Canada, in respect of the 
management of climate change related risks. 


Stakeholder feedback is very positive regarding the quality of NRTEE research, staff, and 
researchers: 


Quality of policy research. NRTEE client surveys indicate that national stakeholders 
and federal decision makers have a high opinion of the research the NRTEE conducts. 
Many stakeholders consider the analysis to be of high quality and even outstanding. 
The involvement of experts in contributing to and commenting on the research is 
considered to be a key factor in ensuring quality research. 


Quality of personnel. Both national stakeholders and federal decision makers have a 
high opinion of NRTEE staff. NRTEE staff are perceived to be stronger in process 
skills than technical expertise, which is viewed as appropriate since technical 
expertise can be outsourced. 


Quality and diversity of external contractors. The majority of national stakeholders 
have a high opinion of the work and capabilities of contractors. However, some had 
concerns regarding the limited number of contractors available, the variable quality of 
some of the work, and potential contractor bias that can result. 
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2.2.2 Expected Result: Effective Stakeholder Consultations 


Stakeholder consultations are a key element of NRTEE policy research. Key measures of 
success are the extent of consultation taking place and participant feedback regarding the 
effectiveness of the consultations. 


Extent of consultations 


In September and October of 2007, the NRTEE held half-day outreach sessions in six 
cities across Canada with select groups of knowledgeable stakeholders. The purpose 
of these sessions was to present the findings of the NRTEE’s research prior to 
finalizing the Getting to 2050 report. Participants provided their views and opinions 
on the NRTEE’s approach and findings of the research. This outreach allowed the 
NRTEE to “ground-truth” the research findings, thus strengthening our understanding 
of the issues before us. 


In March 2008, after the release of the Getting to 2050 report, the NRTEE held three 
half-day sessions in Calgary, Toronto, and Ottawa. Again, the purpose was to present 
the final findings of our report to larger groups of interested stakeholders, and to enter 
into a dialogue on the future work of the NRTEE with regard to this subject matter. 
These outreach sessions were particularly important in that they allowed the NRTEE 
to effectively communicate the findings of our research to interested stakeholders and 
receive direct feedback on NRTEE programs. A particular focus of the consultations 
was the development of a research program to recommend a long-term carbon 
emission policy package to guide future climate policy design in Canada. 


In November 2007, the Public Policy Forum (PPF), in partnership with NRTEE, 
organized and facilitated two round-table discussions on NRTEE’s strategic direction. 
The first round table brought together leaders from environmental non-governmental 
organizations, the private sector, and academia. The second brought together senior 
officials from a cross-section of relevant government departments. The broad 
objective of both round tables was to engage in a dialogue on NRTEE’s current 
operating environment, its key challenges and opportunities, and options going 
forward. 


Effectiveness of NRTEE consultations 


Both national stakeholders and federal decision makers surveyed were aware of 
NRTEE consultations, and stated that they were effective: they involved the right 
people and provided a well-designed process. The consultation events are perceived 
to provide high added value. National stakeholders acknowledged the value of large 
outreach-type consultations as well as more intimate advisory groups, but most 
indicated a preference for advisory groups as a vehicle for meaningful dialogue. 


Section 2: Analysis of Program Activity by Strategic Outcome Page 14 


2.2.3 Expected Result: Useful Recommendations and Advice 


Findings from the surveys of national stakeholders and federal decision makers indicate 
that the Round Table’s policy analysis is relevant, timely, and useful. It is also seen to be 
of good quality, balanced, and independent. The NRTEE is able to bring players together 
to discuss issues and foster best practices and sharing of information. Most national 
stakeholders and federal decision makers believe that the NRTEE has successfully 
maintained its independence. 


e Requests for advice from the federal government. The Government of Canada 
referred two major requests to NRTEE for advice on energy and climate change in 
February 2005. During 2006-2007, the Minister of the Environment requested that 
the NRTEE provide advice on national objectives for ambient air for particulate 
matter and ozone for the periods 2020-2025 and 2050. 


e Briefings to federal ministers and senior departmental officials. During the fiscal year 
2007-2008, the chair of NRTEE and/or the President and CEO provided several 
briefings to senior officials of federal departments, including Environment Canada, 
Foreign Affairs and International Trade Canada, Industry Canada, Infrastructure 
Canada, Transport Canada, the Department of Finance, and the Privy Council Office. 
A number of these briefings were done as part of the release of the Getting to 2050 
report. Meetings were also held with the Ministers of the Environment and Natural 
Resources Canada. 


e Briefings to national and international stakeholders. During the fiscal year 2007— 
2008, the chair of NRTEE and/or the President and CEO gave several briefings to 
major national stakeholders with an interest in the environment and sustainable 
development. Examples include provincial government officials, non-governmental 
organizations, industry associations, and companies having an interest in sustainable 
development. Topics included proposals for joint research, the NRTEE mandate, and 
future research priorities and projects regarding sustainable development. These were 
supplemented by a number of speaking engagements, as well as meetings with 
officials from other governments (e.g., United States, Great Britain). 


e Citations of NRTEE recommendations. Citations and feedback received from 
stakeholders also provide an indication of the use made of NRTEE policy research. 
Examples of feedback received from stakeholders, as well as citations regarding the 
usefulness of NRTEE recommendations and advice are noted below in Figure 4. 
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Figure 4: Examples of citations and feedback on NRTEE recommendations 


Program Examples Of Endorsements/Feedback Received 


Energy and Climate 
Change 


e Letters of appreciation were received from a range of 
provincial governments and non-governmental organizations 
in both the business and environmental communities regarding 
the final Advisory Report Getting to 2050: Canada’s 
Transition to a Low-emission Future. 


Climate Change e NRTEE activities were mentioned in the Natural Resources 
Adaptation Policy for Canada assessment, From Impacts to Adaptation: Canada in a 
Northern Infrastructure Changing Climate 2007 (Moving Forward on Adaptation— 


Chapter 10). 


e NRTEE work was mentioned in NWT Climate Change Impact 
and Adaptation Report (2008) regarding changes needed to 
building codes and standards stemming from climate change in 
the Canadian North. 


e Three NRTEE Adaptation papers are to be used as input to the 
research agenda for the High Arctic Research Station. 


e INAC referenced the continued use of the NRTEE 2001 State 
of the Debate report Aboriginal Communities and Non- 
renewable Resource Development (as part of NRTEE 
Adaptation committee discussions, March 2008). 


KPIA e The government followed recommendations made by the 
NRTEE in its 2007 Response to improve its methodology and 
transparency in forecasting emissions reductions from the 
policies and measures in its 2008 Plan. This has resulted in a 
more transparent and more accurate representation of 
projected emission reductions compared to last year. 


2.2.4 Expected Result: Effective Communication of NRTEE Recommendations 


The NRTEE assesses its communications by the quality of its communications 
instruments and the reach of its external communications. 


e Quality of communications instruments. The majority of national stakeholders and 
federal decision makers surveyed consider the communication products to be of good 
quality. 


e Reach of external communications. Many national stakeholders and federal decision 
makers believe that the reach of NRTEE’s information could be improved. Specific 
suggestions made are to improve the NRTEE’s presence and profile in Quebec, 
include a larger number of decision makers and opinion leaders in direct 
communications, hold more briefings on reports, adopt a more proactive approach to 
managing the media, and make use of novel approaches through the Internet. 


Extent of NRTEE media coverage 


References to the NRTEE from a variety of media sources during 2007-2008 (see Figure 
5) topped 460, an increase of 110% compared with the 220 references in 2006-2007, 107 
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in 2005—2006, and 168 in 2004-2005. Most of this larger reach can be attributed to the 
release of the NRTEE’s Advisory Report, Getting to 2050. The report received extensive 
media coverage (both positive and negative) across all major media, helping to raise the 
Round Table’s national profile. 


Figure 5: Media coverage of NRTEE policy research (2007-2008) 


Implementation Act 


Medium- and long-term 
scenarios for GHG 
emission and air 
pollutant reductions 
(interim report released 
June 27, 2007) 


Program or Number Of Media Media Sources 
Publication References 
Getting to 2050 328 The following dailies published editorials: 
Ottawa Citizen, Montreal Gazette, Globe and 
Mail, Vancouver Sun, Toronto Star, Le Soleil, 
Le Devoir, and La Tribune 
| Response of the NRTEE 19 Globe and Mail, National Post, Toronto Star, 
to its Obligations CTV Newsnet, CBC National News, L ’Acadie 
Under the Kyoto Nouvelle 
Protocol 


Toronto Star, Hill Times, Ottawa Citizen, 


Globe and Mail, National Post, Calgary 
Herald, Montreal Gazette, Presse canadienne, 
CBC News, CTV Newsnet, CBC Radio, etc. 


Energy and Climate 


14 


Leader-Post, Windsor Star, Ottawa Citizen, 
New Brunswick Telegraph Journal, etc. 


Change 
Boa es 


ast programs (Capital 
Markets and 
Sustainability, Boreal, 
Ecological Fiscal 
Reform, Brownfields 
and Feebates) 


oN 


Globe and Mail, Winnipeg Free Press, CBC 
Radio, etc. 


NRTEE Corporate 


22 


La Presse, La Tribune, National Post, Globe 
and Mail, Toronto Star, etc. 
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Communications databases 


NRTEE has over 2,600 organizations and individuals identified in its databases, and 
strives to target all sectors of the economy at a national level. Figure 6 shows stakeholder 


groups and numbers by category. 


Figure 6: Corporate Communications Database 


Categories 


Business 


Provincial contacts 


Breakdown 


Federal contacts 


MPs 


Industry/Trade associations 


Federal agencies and corporations 


Provincial Ministers 


ENGOs 


University contacts 


Labour federations/Unions 


= 


Municipal 


Senators 


International organizations 
Lobby firms 


Consultants 


SD Research institutes 


Think tanks 


Aboriginal groups 


Provincial Premiers 


Individuals 


eR ERR 


Schools 


Lobby groups 


Total 


Use of website 


Web statistics show a steady increase in the number of visitor sessions to the website 
over the last five years, in the range of 15%-—20% increase per year (see Figure 7). While 
the number of visitors appears to have decreased in 2007-2008, this number does not 
reflect the reoccurring spike in the number of visits to our website following the release 


of a new publication. 
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Figure 7: Web statistics 


2004—2005 2005-2006 2006-2007 2007-2008 
296,679 | 347,108 397,661 300,000 


Number of visitor 
sessions 


% increase over 17% 15% 25% 


previous year 


Requests for NRTEE publications 


Last year, 96 publications were sold through the Renouf Publishing Company Limited. 
However, sales of publications have shown a steady decrease over the last four years (see 
Figure 8). This likely reflects the ability of visitors to download publications from the 
Virtual Library on the NRTEE website at no charge. The Virtual Library allows access to 
over 300 NRTEE documents and publications that are organized into 15 search 
categories. 


The most popular downloaded publications during 2007—2008 were as follows: 


e Getting to 2050: Canada’s Transition to a Low-emission Future 
e NRTEE’s Response Under the Kyoto Protocol Implementation Act 


e Various other background papers and case studies prepared during the course of the 
NRTEE’s work 


Figure 8: Sales of publications 


2004-2005 


2005-2006 2006—2007 2007-2008 


Sales of publications 


% decrease over 
previous year 


NRTEE no longer sells these publications as they are available and being accessed 
through our website. The result is a savings in the production and administrative costs of 
handling and storing as well as a reduction in our carbon footprint. 
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2.2.5 Expected Result: Increased Awareness and Understanding by Federal 
Decision Makers and National Stakeholders 


e Awareness of the NRTEE and its mandate and research programs. Most national 
stakeholders and federal decision makers are aware of the NRTEE and NRTEE 
programs in their areas of interest. The greatest awareness among national 
stakeholders centres on the climate change aspects of Getting to 2050. National 
stakeholders involved in climate change mitigation tend to be more aware of the 
NRTEE and its programs than those involved in climate change adaptation are; there 
is less awareness of the NRTEE’s work (even recent work) on clean air. The least 
well known programs among both national stakeholders and federal decision makers 
are Capital Markets and Sustainability and Conservation. 


e Understanding of issues and solutions that were addressed by NRTEE programs. 
Many national stakeholders and federal decision makers reported that they were 
already aware of sustainable development solutions and issues being addressed by 
NRTEE due to the nature of their work; however most felt that they had a greater 
understanding as a result of NRTEE research. Some noted that awareness and 
understanding could be improved if NRTEE improved its reach. 


e Follow-up to NRTEE studies. This indicator is difficult to assess as follow-up action 
may not occur for several years. A recent study was done of follow-up to the NRTEE 
Brownfield Strategy issued in 2003 (see example below). 


Example of follow-up activity to NRTEE Brownfield Strategy Report 


In response to a mandate announced by the Finance Minister in his December 2001 
budget, the National Round Table launched an initiative aimed at promoting the 
transformation of Canada’s brownfields into vibrant centres of community life. The 
objective of the program was to develop a national strategy that incorporated federal, 
provincial, municipal, and private sector measures that would facilitate the 
redevelopment of brownfields in Canada. The NRTEE convened a Task Force 
comprising representatives from diverse sectors and regions of the country—including all 
three levels of government—to help devise the strategy. The recommendations addressed 
key barriers to brownfield redevelopment, including legal uncertainty surrounding 
environmental liability, lack of capital, and poor stakeholder understanding of the issue. 
Cleaning up the Past, Building the Future: A National Brownfield Redevelopment 
Strategy for Canada was released in February 2003. 


The Ontario Centre for Environmental Technology Advancement (OCETA), on behalf of 
the Canadian Brownfields Network (CBN) and in collaboration with NRTEE, conducted 

a market research study to identify the actions that have been undertaken in response to 
the recommendations in the NRTEE Brownfield Strategy. The key findings were that 
NRTEE Brownfield Strategy Report has been well received by the public and private 
sector and has been used as a key guidance document regarding what is needed to remove 
the barriers to brownfield redevelopment. The report acted as a catalyst and played a 
major role in motivating change. However, there does not appear to be any current effort 
to develop a National Brownfield Redevelopment Strategy or to create a federal 
Brownfield Coordinating Office; the private sector has made attempts to fill this gap 
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through such organizations as the Canadian Brownfields Network and the National 
Brownfields Association. A summary of this report can be found at 


http://www.canadianbrownfieldsnetwork.ca. 


2.3 Summary of Performance Assessment by Expected Result 


Figure 9 presents an assessment of NRTEE performance against a five-level performance 
scale for each performance indicator (with one exception where information is 
insufficient to make an assessment). All performance indicators support the strategic 
outcome, “Federal policy development on environment and economy issues and 
decisions in other key sectors is influenced by NRTEE advice on selected issues.” 


The shaded area indicates NRTEE performance for the reporting period. 


Figure 9: Summary assessment of performance by expected result 


Expected 
result 


High quality 
research 


Negative 
feedback 
from external 
experts/Roun 
d Table 
members. 
Research 
reports are of 
poor quality. 
Information 
often 
incomplete or 
not reliable. 


Limited 
stakeholder 
consultation. 
NRTEE 
consultations 
are not well 
known. 


Effective 
stakeholder 
consultations 


Major Below 
gap target 


Uneven 
feedback. 
Research 
products are of 
variable quality. 
Rework 
required. Some 
concerns about 
inaccuracies. 
Research results 
are often not 
seen as relevant 
or useful. 


Periodic 
stakeholder 
consultation. 
Low level of 
stakeholder 
participation in 
NRTEE events. 
Difficult to 
attract 
participants. 
Organization of 
consultation 
sessions is 
uneven. 


Performance Scale 


Approaching 
target 


Most research 
received positive 
feedback. Projects 
generally met 
expectations. Some 
quality concerns, 


but corrected before 


they reach 
stakeholders. 
Complaints are 
minimal. 


Ongoing 
consultation. Size 
of audience is 
increasing. 
Feedback at 
stakeholder 
consultations is 
generally positive. 
NRTEE events are 
generally well 
received, and are 
seen as useful and 
timely. 


Research is very 
well perceived. 
High quality 
analysis. Most 
research is 
relevant and 
actionable. Nearly 
all research 
results have been 
used for 
developing policy 
recommen- 
dations. NRTEE 
has developed a 
strong reputation 
for the quality of 
its research. 


Frequent 
consultation with 
stakeholders. 
High participation 
in NRTEE events. 
Events are 
perceived to have 
high added value. 
NRTEE is 
perceived as a 
leader able to 
bring players 
together to 
discuss current 
and emerging 
issues. 
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At target Above 
target 


Research has 
received awards 
and special 
recognition. 
Research 
produced 
significant new 
knowledge. 
Highly 
innovative. 
NRTEE is viewed 
as a significant 
centre of 
excellence in 
sustainable 
development. 


Stakeholders at 
large are aware of 
NRTEE 
activities. 
NRTEE is not 
able to 
accommodate all 
participants. 
Media visibility 
at a national 
level. 
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Sag Meee Performance Scale 


Expected Approaching At target Above 
result target target 


Useful policy Few Occasional Increasing number | Frequent NRTEE is often 


advice and references references from | of references from | references from called upon to 

recommen- from the the government. | the government. the government. | provide strategic 

dations government. | NRTEE NRTEE is often Extensive contact | advice at senior 
NRTEE recommend- called upon by with government | government 
advice is not | ations are often | policy makers for decision makers | levels. NRTEE 
perceived to | out of date. advice on issues. at all levels. High | advice and 


recommendations 
have received 
special notice 


stakeholder 
satisfaction. 
Policy analysis is 


Positive feedback 
received informally. 
Few complaints. 


Limited 
usefulness. 
NRTEE reports 


be addressing 
high priority 
sustainable 


development | and documents | Advice is timely. seen as relevant, | from the 
issues. are of uneven Information is timely, and government. 
Frequent quality. generally seen as useful. NRTEE is | NRTEE 


recommendations 
are often cited. 
High level of 
acceptance of 
NRTEE 
recommend- 
ations. 


complaints relevant. 
about quality 
of briefings. 
Government 
does not have 
a lot of 
confidence in 
NRTEE. 
Advice is not 
seen as 
timely. 


perceived as a 
leader able to 
bring players 
together to 
discuss issues, 
and foster best 
practices and 
information 
sharing. Briefings 
are always high 


quality. 


Effective External Low level of Feedback re Broad range of NRTEE has been 


communication |communica- | interest from communications communications | cited for its 
of recommend- | tions are external products is products. communications 
ations limited. stakeholders. generally positive. | Perceived to be of | products. A lot of 
Target Communica- Good mix of high quality. positive feedback 
audiences are | tions products communication Communications | from external 
not well are of variable _| products. Target reach broad range | stakeholders. 
defined. Role | quality. Limited | audiences are well | of target NRTEE is seen as 
of NRTEE is | range of defined. Size of audiences. High | the leading 
not well communication | audience is demand for national resource 
understood. | products. increasing. Strong | publications. centre in 
Limited Limited reach. _ | use of website. High visibility sustainable 
media Role of NRTEE | Some media with stakeholders. | development. 
coverage. is still vague. coverage. Moderate | Frequent media 
Occasional number of requests | coverage); 
media coverage. | for publications. generally 


Few requests for 
publications. 


positive. High 
number of hits on 
NRTEE website. 
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Performance Scale 


boats Poe Below Approaching At target Above 
result target target target 


Increased Little or no Limited Awareness of Sustainable Departments have 
awareness and knowledge of | awareness sustainable development is comprehensive 
understanding of |} sustainable among federal development is considered in all | sustainable 

issues and development | decision makers. | increasing in program development 
solutions issues Low level of departments and is | decisions. programs in 


addressed by | participation and | reflected in program | Decision makers | place. 
NRTEE. interest in activities. Positive | have high level of | Departments are 
NRTEE is sustainable feedback from awareness of devoting 
not well development decision makers re | challenges and significant 
known by within their NRTEE events. potential resources to 
federal departments. solutions. NRTEE | sustainable 
decision NRTEE is rarely has helped development. 
makers. called up for increase Major 
advice and understanding of | contribution to 
support. issues. public policy. 
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Section 3 Supplementary Information 


3.1 Financial Tables 


Program 
Activity: 


Budgetary 
et eS a 


Strategic Outcome: Federal policy development on environment and economy issues and 
decisions in other key sectors are influenced by NRTEE advice on selected issues 


Actual Spending 2007-08 ($ thousands) 


Non-budgetary 


Provide advice 4,857.7 
on environment 
and economy 
issues 


Alignment to 
Government of 


Total Canada 
Outcome Area 
4,857.7 Strong economic 


growth 


Table 1: Comparison of Planned to Actual Spending (including FTEs) 


2007-2008 


Planned 


————— 
($ millions) 2005-2006 | 2006-2007 Main 
Actual Actual Estimates 
Provide advice 5, 5.10/0 4,535.2 5,156.0 
on 
environment 
and economy 
issues 
Total 5,576.6 
es 


Less: Non- 0 
respendable 
revenue 


Plus: Cost of 
services 
received 


without charge 
Total 5,989.6 4,948.7 


Departmental 
Spending 


5,156.0 


adil Oe 


Spending 


Total 
Authorities 


5,432.9 


4,857.7 


N/A 


| 5,569.0 


Full-time 26 23 
Equivalents 


| N/A 
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Table 2: Voted and Statutory Items 


Vote or 2007-2008 ($ thousands) 
ye Truncated Vote or Main Planned Total 
Statutory Wording Estimates | Spending | Authorities | Actual 
Operating expenditures 4,704 4,704 4,980.9 4,517.7 | 
Expenditures pursuant to 
Paragraph 29.1(1) of the 
Financial Administration 
(S) Act. 20 20 20 9 
Contributions to 
(S) employee benefit plans 432 432 432 339.1 
Total 5,156 5,156 5,432.9 4,857.7 
Table 3: Sources of Respendable and Non-Respendable Revenue 
2007-2008 
Actual Actual Main Planned Total 
($ millions) 2005-2006 | 2006-2007 | Estimates | Revenue | Authorities | Actual 
Provide advice 
on environment 
and economy 
issues | 
Sale of 
publications 
pursuant to 
Paragraph 
29.1(1) of the 
Financial 
Administration 
Act 2.9 9 20 20 9 
Total 
Respendable 
Revenue 8) A) 20 20 


Under the NRTEE Act and Paragraph 29.1(1) of the Financial Administration Act, the NRTEE 
has the authority to spend any revenues received. 


For supplementary information on the department’s sources of respendable and non-respendable 


revenue please visit: http://www.tbs-sct.gc.ca/dpr-rmr/200 
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Table 4: Travel Policies 


Comparison to the Treasury Board of Canada Secretariat Special Travel Authorities 


The National Round Table on the Environment and the Economy follows the Treasury Board of 
Canada Secretariat Special Travel Authorities. 


Comparison to the Treasury Board of Canada Secretariat Travel Directive, Rates and 
Allowances 


The National Round Table on the Environment and the Economy follows the Treasury Board of 
Canada Secretariat Travel Directive, Rates and Allowances. 


Table 5: Financial Statements of Departments and Agencies (including Agents of 
Parliament) 


As a Departmental Corporation listed in Schedule II of the Financial Administration Act 
the NRTEE is required to produce an annual report containing its audited financial 
statements. An electronic version of this report for 2007-2008 may be found on 
NRTEE’s website at the following link: http://www.nrtee-trnee.ca/annual-report-2007-2008. 


> 
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Section 4 


4.1 NRTEE Stakeholders 


Other Items of Interest 


As the stakeholder map below in Figure 10 indicates, NRTEE serves a number of 
stakeholders, including Cabinet and Parliamentarians, the Minister of the Environment, 
federal decision makers, and national stakeholders that have an interest in the 
environment and sustainable development. The figure summarizes the expectations of 


each of these stakeholders vis-a-vis the NRTEE. 


Figure 10: NRTEE stakeholders and their expectations 


Parliamentarians 


Q Credible and impartial policy advice 


Federal decision-makers 
(e.g., Environment Canada, PCO, Finance, 
NRCan, Industry Canada) 
Q Credible and impartial policy advice 
Q Advice on emerging policy issues 
Q Policy tools 


National stakeholders 
(e.g., environmental organizations, 
industry, labour, research 
bodies, financial institutions, 


academia) NRTEE Secretariat 
: : Q) Policy advisors 
QO Information on policy options Sms 
: ; QO) Communications 
Q Solutions and best practices 
Q Corporate secretary 
Q Operations 


Expert Advisors 

Q Conduct research on specific 
topics 

Provide NRTEE expert advice 

Provide communications support 


Media 
Q Information on sustainable 

development problems and 
solutions 


Ooo 
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(e.g., Standing Committee on Environment 
and Sustainable Development (ENVI)) 


Minister, Environment Canada/ Cabinet 
Q Sound advice on policy options 
Q Advice on emerging policy issues 


NRTEE Chair and Members 


Public 
Q Information on sustainable 
developmentissues and 

potential solutions 


Other governments 
(e.g., provincial and territorial 
governments, municipalities, 

First Nations) 

Q Information on policy options 

Q_ Policy tools 

Q__ Solutions and best practices 


Central Agencies 
Q Stewardship | 
Q Value for money 
Q Reports 
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4.2 The NRTEE Performance Measurement Framework 


The performance measurement framework, presented below in Figure 11, identifies the 
performance indicators for the single strategic outcome and each result and output 
contributing to this outcome. There are five principal data sources: 


e A bi-annual survey of federal decision makers (via in-person interviews); 


e A bi-annual online survey of national stakeholders (via telephone and in-person 
interviews); 


e A yearly survey of current and former Round Table members (via telephone and in- 
person interviews); 


e Feedback provided by participants after each NRTEE consultation/information 
session (by completion of a questionnaire); and 


e Operational data related to the research programs, communications and overall 
management of the NRTEE. 


Figure 11: NRTEE performance measurement framework 


Federal policy development on environment and economy issues, and decisions 
in other key sectors, is influenced by National Round Table on the Environment 
and the Economy advice on selected issues 


STRATEGIC 
OUTCOME 


+ Extent to which NRTEE advice is considered in policy decisions by federal decision- 
makers 


Increased awareness and understanding 


* Level of awareness and understanding by federal decision-makers 
of NRTEE advice on selected issues 


* Level of awareness and understanding by national stakeholders of 
NRTEE advice on selected issues 


Useful recommendations and advice Effective communication of recommendations 
+ Usefulness of policy advice and recammendations * Quality and reach of external communications 
High quality research and 


OUTPUTS consultations 
* Quality of policy research 


RESULTS 


Sound management 
+ Efficiency of program delivery 


¢ High quality personnel 
¢ Conformity to MAF 


+ Effectiveness of stakeholder 
consultations 
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4.3 NRTEE Members 


(April 1, 2007 to March 31, 2008) 


Chair 

Glen Murray 

Toronto, Ontario 

(to February 22, 2008) 


Acting Chair 

Robert Page 

Calgary, Alberta 

(from February 22, 2008) 


Vice-Chair 
David Kerr 


Toronto, Ontario 
(to June 2007) 


Vice-Chair 

Francine Dorion 
St-Bruno-de-Montarville, Quebec 
(from June 4, 2007) 


Janet Benjamin 
North Vancouver, British Columbia 


Pauline Browes 
Toronto, Ontario 


Elizabeth Brubaker 
Toronto, Ontario 
(from January 29, 2008) 


Angus Bruneau 
St. John’s, Newfoundland 
(from April 2, 2007) 


David Chernushenko 
Ottawa, Ontario 


Anthony Dale 
Toronto, Ontario 
(from January 28, 2008) 


Richard Drouin 
Montréal, Quebec 


Robert Dubé 
Montréal, Québec 
(from October 12, 2007) 
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Timothy R. Haig 
Oakville, Ontario 


_ Christopher Hilkene 


Toronto, Ontario 
(from April 2, 2007) 


Mark Jaccard 
Vancouver, British Columbia 


Stephen Kakfwi 
Yellowknife, Northwest Territories 
(to February 15, 2008) 


. Donald F. MacKinnon 


Toronto, Ontario 
(from October 12, 2007) 


Ken McKinnon 
Whitehorse, Yukon 
(from April 2, 2007) 


Kerry Morash 
Liverpool, Nova Scotia 
(resigned March 26, 2008) 


Richard Prokopanko 
Vancouver, British Columbia 
(from June 4, 2007) 


Wishart Robson 
Calgary, Alberta 
(from June 27, 2007) 


Robert Slater 
Ottawa, Ontario 
(from May 11, 2007) 


Robert Sopuck 
Sandy Lake, Manitoba 
(from October 12, 2007) 


Steve Williams 
Calgary, Alberta 
(to April 7, 2007) 
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4.4 NRTEE Contact Information 


Jim McLachlan 

NRTEE 

Manager, Finance and Contracts 
344 Slater Street, Suite 200 
Ottawa, ON KIR7Y3 

Tel: 613-947-4507 


Darlene Springall 

NRTEE 

Corporate Planning and Reporting Officer 
344 Slater Street, Suite 200 

Ottawa, ON KIR 7Y3 

Tel: 613- 992-7183 
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